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ri  The  information  presented  in  these  two  Toliunes  was 

(sg  secured  not  only  from  the  printed  sources  noted  in  the 

,  lists  of  references  following  the  several  chapters,  but  also 

^  from  railway  ofiScials  and  other  traffic  and  transportation 

v|  experts.    The  blank  forms,  which  have  been  reproduced  in 

s^  large  numbers  to  make  the  book  concrete  and  of  practical 

w  use  to  railway  men,  were  contributed  by  traffic  officials  who 

carefully  explained  the  manner  in  which  the  various  forms 

and  papers  are  used.    Much  of  the  other  technical  material 

was  secured  by  personal  interviews  and  correspondence. 

All  of  the  chapters  of  a  technical  character  were  sub- 
mitted, either  in  typewritten  form  or  in  galley  proof,  to 
traffic  and  transportation  experts  for  criticism,  correction, 
and  enlargement.  In  some  instances  the  same  chapter  was 
read  by  two  or  more  officials.  The  authors  wish  to  express 
their  appreciation  of  the  assistance  thus  received.  The 
names  of  those  who  have  aided  with  criticism  and  the  titles 
of  the  chapters  read  by  the  several  experts  are  as  follows: 

Chapter  IV.    The  Organization  of  the  Freight  Traffic  De- 
partment. 

George  D.  Dixon,  Freight  Traffic  Manager,  Pennsylvania 
Bailroad  Company. 

R.  C.  Caples,  General  Agent,  Traffic  Department,  New 
York  Central  lines. 
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Chapter  V.     Terminal  Freight  Services  and  Facilities. 

George  D.  Dixon,  Freight  Traffic  Manager,  and 
A.  J.  County,  Assistant  to  the  Second  Vice  President, 
Pennsylvania  Railroad  Company. 

Chapter  VI.     Freight  Shipping  Papers  and 

Chapter  VH.    Accounting  of  Freight  Revenue. 

J.   S.   Donaldson,   Assistant  Comptroller,  Pennsylvania 
Railroad  Company. 

Chapters  VIII  to  XI.     Car  Service  and  Efficiency. 

Arthur  Hale,  General  Agent,  American  Railway  Asso- 
ciation. 

J.  E.  Challenger,  Formerly  Manager,  Philadelphia  Car 
Demurrage  Bureau. 

Chapter  XIII.     Fast  Freight  Lines,  Their  History  and  Pres- 
ent Service. 

V.   C.   Williams,  Eastern  Superintendent,  Star  Union 
LinCr 

Chapter  XIV.     Time  and  Preference  Freight. 

E.  D.  Levy,  Superintendent  of  Transportation,  St.  Louis 

and  San  Francisco  Railroad  Company. 

C.  B.  Strohm,  Superintendent  of  Transportation,  Santa 
Fe  Railway  System. 

Chapter  XV.    Freight  Traffic  Associations. 

F.  A.  Leland,  Chairman,  Southwestern  Tariff  Conunittee. 
J.  F.  Tucker,  Chairman,  Central  Freight  Association. 

Chapter  XXI.     Rate  Making  in  Trunk  Line  and   Central 
Freight  Association  Territories. 

C.  C.  McCain,  Chairman,  Trunk  Line  Association. 

Chapter  XXII.     Rates  in  Southern  Territory  arid  Texas. 
J.  M.  Culp,  Vice  President,  Southern  Railway  Company. 

Chapter    XXIII.     Rate   Making    in    Western   Trunk   Line, 
Trans-Missouri,  and  Southwestern  Territories. 

S.  H.  Johnson,  Assistant  Freight  Traffic  Manager,  Rock 
Island  Lines. 
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Ohapter  XXIV.     Transcontinental  Freight  Raies.     •  . 

George  T.  Nicholson,  Vice  President,  Atchison,  Topeka 
and  Santa  Fe  Railway  System. 

R.  H.  Countiss,  Agent,  Transcontinental  Freight  Bureau. 

Chapter  XXV.    Import  and  Export  Bates. 

George  D.  Dixon,  Freight  Traffic  Manager,  Pennsylvania 

Railroad  Company. 
W.  H.  Hosmer,  Chairman,  The  Gulf  Foreign  Freight 

Committee. 

Chapter  XXVI.     The  Organization  and  Services  of  the  Pas- 
senger Traffic  Department. 

George  W.  Boyd,  General  Passenger  Agent,  Pennsylvania 
Railroad  Company. 

J.  C.  Stubhs,  Director  of  Traffic,  Union  Pacific  System- 
Southern  Pacific  System. 

Chapter  XXVII.    Passenger  Tickets. 

George  W.  Boyd,  General  Passenger  Agent,  and 
R  M.  Pile,  Assistant  General  Passenger  Agent,  Pennsyl- 
vania Railroad  Company. 

Chapter  XXVIII.     Accounting  of  Passenger  Revenue. 

A  J.  GiUingham,  Auditor  of  Passenger  Receipts,  Penn- 
sylvania Railroad  Company. 

Chapter  XXX.     The  Immigrant,  Colonist,  and  Second-Class 
Services. 
C.  L.  Hunter,  Vice  Chairman,  Trunk  Line  Association. 

Chapter  XXXI.     The  Baggage  Service. 

F.  J.  McWade,  General  Baggage  Agent,  Pennsylvania 
Railroad  Company. 

Chapter  XXXII.    Passenger  Traffic  Associations. 

A.  C.  Johnson,  Passenger  Traffic  Manager,  Chicago  and 
Northwestern  Railway  Company. 

Joseph  Richardson,  Chairman,  Southeastern  Passenger 
Association. 

C.  L.  Hunter,  Vice  Chairman,  Trunk  Line  Association. 
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Talnable  mggeMiom  were  aUo  received  frcHD  maoy 
ofllcuilf  wbo  did  not  read  chapten ;  among  those  who  thiu 
gave  aid  apeeial  mention  ahonld  be  made  of : 

W,  W.  Finkj,  President,  Sontbem  Bailwsj  Companr. 
Edward  J.  Fallon,  Special  Agent,  Comptroller'e  Department 

Philadelphia  k  Beading  Bailway  Compan;. 
Bobert  C.  Wri^t,  General  Freight" 

Agent,  in  charse  of  local  traffic. 
George  D.  Ogden,  Aaeistant  General 

Freight    Agent,    in    charge    of 

local  traffic. 
Walter  Thayer,   Aasistant  Oenersl 

Freight   Agent,   in   charge   of 

throui^  traffic. 
Carroll  II.  Banting,  Comptroller. 

E.  A.  Stockton,  Deputy  Comptroller. 

F.  E.  Atkins,  Aasiatant  Auditor  of 

Passenger  Beceipta. 

George  6.  Patterson,  Assistant  Gen- 
eral Counsel. 

Frankland  U.  Ifcln^re,  Chief 
Accountant,  Freight  Auditor's 
Office. 

Luis  Jaokson,  Industrial  Commissioner,  Erie  Railroad  Com- 
pany. 

R  A.  Taylor,  Manager,  Virginia  and  West  Virginia  Demur- 
rage Bureau. 

The  authors  are  under  special  obligations  to  Mr.  Thomas 
P.  Harris,  of  Philadelphia,  who  has  worked  with  them  in 


'  Pennsylvania  Bailroad 
Company. 


PREFACE 

preparing  the  manuscript  for  the  printer  and  in  reading 
the  proofs.  He  also  prepared  the  index.  His  watchful 
care  as  to  details  has  prevented  many  errors  that  would 
have  otherwise  found  their  way  into  print. 

The  book  has  been. written  mainly  to  provide  railway 
men  with  information,  as  reliable  as  possible  and  as  com* 
plete  as  practicable,  regarding  the  intricate  and  detailed 
work  of  those  who  have  to  do  with  railroad  traiBc  and  with 
rate  making.  The  amount  of  labor  required  to  prepare 
these  volumes  will  be  best  appreciated  by  those  who  are 
daily  confronted  with  traffic  and  rate  problems.  The  book 
is  not  the  result  of  a  few  months'  labor;  it  has  grown  up 
during  the  past  five  years  alongside  of  a  course  given  each 
year  to  advanced  students  in  the  University  of  Pennsfyl- 
vania.  It  is  thus  a  book  intended  for  students  of  trans- 
portation. A  few  of  these  students  are  in  university 
classes;  but  most  of  them  are  actively  engaged  in  the  rail- 
road  service. 
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CHAPTER   I 

CHARACTERISTICS  OF  AMERICAN  RAILWAY  TRAFFIC 

Comparison  of  American  and  foreign  railroad  services — Factors  de- 
termining volume  and  nature  of  traffic — ^Influences  of  area  and 
topography  and  climate  upon  railroad  services — Control  over 
railroad  services  exercised  by  stage  of  civilization  and  of  indus- 
trial development — ^Effects  of  use  of  waterways  and  of  business 
habits  upon  railroad  services — ^Volume  of  passenger  traffic  deter- 
mined by  density  of  population — Passenger  classes  and  effects  on 
travel  in  Europe  and  the  United  States — ^The  five  characteristics 
of  the  freight  traffic  of  American  railroads — ^The  four  charac- 
teristics of  their  passenger  traffic — Fares  and  rates  are  the 
products  of  traffic  conditions. 

The  freight  traffic  of  American  railways  far  exceeds 
the  tonnage  handled  by  the  railroads  in  any  other  country ; 
indeed,  the  demand  for  transportation  has  been  so  great 
and  the  needs  have  been  so  fully  met  in  the  United  States 
that  the  line  mileage  of  our  railways  is  greater  by  fifteen 
per  cent  than  the  mileage  of  all  Europe  and  comprises 
two  fifths  of  the  railway  net  of  the  entire  world.  The 
density  of  traffic,  naturally,  varies  with  diflferent  sections 
of  the  country,  and  travel  and  tonnage  are  light  in  the 
sparsely  settled  sections,  but  the  economic  activity  is  such 
that  the  railways  in  the  United  States  carry  nearly  twice 
as  many  tons  as  are  shipped  in  Qreat  Britain,  double  the 
tonnage  dispatched  in  Germany,  and  five  or  six  times  the 
weight  of  cargo  shipped  in  France. 

This  comparison,  favorable  as  it  is,  does  not  do  full 
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justice  to  American  railways,  because  it  does  not  take  into 
account  the  relative  distances  freight  moves  in  the  four 
countries.  The  areas  of  primary  production  are  so  widely 
separated  from  the  manufacturing  centers  in  the  United 
States,  the  farm  and  the  factories  are  so  far  removed  from 
the  large  markets,  in  and  through  which  goods  reach  con- 
sumers, that  freight  must  be  carried  long  distances.  Two 
hundred  and  fifty-four  miles  is  the  average  length  of  haul 
for  a  ton  of  freight  in  the  United  States,  while  in  the 
compact  countries  of  Great  Britain,  France,  and  Germany 
the  average  distance  traveled  by  a  ton  of  freight  is  less 
than  one  third  that  number  of  miles. 

The  unit  to  be  used  in  comparing  the  total  freight 
services  of  one  railway  system  with  those  of  another,  or  of 
the  railroads  of  different  countries,  is  the  freight  ton  mile 
— one  ton  of  freight  moved  one  mile.  The  freight  ton  mile- 
age, the  tons  shipped  multiplied  by  the  number  of  miles 
carried— 236,600,000,000  ton  miles  in  1907— was  roundly 
nine  times  that  of  the  German  railways  and  twenty  times 
•the  figures  for  Prance.  The  ton  mileage  of  the  traffic  on 
the  British  railways  is  not  known,  but  it  is  apparently 
about  one  sixth  of  that  of  the  American  railroads. 

Figures,  such  as  the  foregoing,  as  to.  total  length  of 
line  and  aggregate  ton  mileage,  give  but  partial  information 
either  regarding  the  kind  of  railroad  systems  in  use  in  the 
United  States  and  other  countries,  or  concerning  the  trafiBc 
services  performed  by  the  railways.  The  line  may  have 
from  one  to  four  tracks;  the  roadbed,  structures,  and 
equipment  may  be  of  various  degrees  of  efficiency.  A 
**  mile  of  railroad  *'  is  an  indefinite  term  that  means  little 
until  it  has  been  described.  Likewise,  figures  for  ton 
mileage  measure  dissimilar  services  when  applied  to  the 
rail  trafiSc  in  different  countries  or  to  the  traffic  of  particu- 
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lar  railroads  within  a  country  of  continental  proportions, 
such  as  the  United  States  possesses. 

The  services  of  American  railways — ^the  volume  and 
nature  of  their  traffic — ^are  determined  by  two  classes  of 
factors,  those  affecting  both  freight  and  passenger  trans- 
portation in  general,  and  those  special  factors  that  apply 
to  only  one  of  the  two  branches  of  the  railroad  business. 
To  understand  American  railway  traffic  and  the  rates  and 
fares  charged  therefor,  and  to  make  accurate  comparisons 
either  between  railroads  in  different  sections  of  the  United 
States. or  between  the  lines  in  our  country  and  abroad, 
these  general  and  special  factors  must  be  kept  in  mind  and 
given  due  weight. 

The  size,  topography,  and  climate  of  the  United  States 
impose  controlling  conditions  upon  transportation.  The 
railroad  system  adapted  to  the  needs  of  a  small  incrular 
country  such  as  Great  Britain  or  Japan  or  to  the  territory 
of  a  small  portion  of  Europe,  such  as  France  or  even 
Germany,  will  necessarily  be  unlike  the  system  required 
in  the  United  States,  having  absolute  freedom  of  trade 
and  traffic  movement  over  an  area  equal  to  that  of  all 
Europe.  If  traffic  be  carried  tens  or  hundreds  of  miles,  as 
in  most  parts  of  Europe,  it  will  be  handled  in  relatively 
small  units  with  an  equipment  adapted  thereto ;  but  if  the 
distances  to  be  covered  are  hundreds  or  thousands  of  miles, 
as  is  true  of  passenger  travel  and  of  the  shipments  of  foods, 
materials,  and  manufactures  within,  out  of,  or  into  the 
United  States,  economy  requires  that  each  car,  train,  and 
locomotive  shall  move  a  relatively  larpe  number  of  passen- 
gers or  of  tons  of  freight.  The  mere  size  of  the  United 
States  in  part  explains  some  of  the  obvious  differences  be- 
tween the  traffic  methods  of  European  and  American  rail- 
roads. 
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Topography  is  a  physical  factor  hardly  less  influential 
than  distance.  The  fact  that  the  territory  within  the 
United  States  includes  two  relatively  narrow  seaboard 
areas  separated  by  the  Appalachian  and  Cordilleran  ranges 
from  the  broad  valley  drained  by  the  Mississippi  River 
and  its  tributaries  and  composed  of  prairies  and  gently 
rolling  lands,  has,  from  the  beginning  of  railroad  trans- 
portation in  this  country,  strongly  influenced  the  character 
of  construction,  the  kind  of  equipment  used,  and  the 
methods  of  handling  traffic.  The  effects  of  topography 
have  been  especially  great  because  the  mountain  uplifts 
lie  athwart  the  routes  of  heaviest  traffic^  which  in  the 
United  States  run  east  and  west  connecting  our. populous 
and  manufacturing  Eastern  States  with  the  Mississippi 
Valley,  from  whose  rich  stores  of  mineral  wealth  and  from 
whose  fertile  farms  a  return  tide  of  traffic  streams  east- 
ward over  the  Alleghanies  to  the  mills  and  markets  of 
both  Atlantic  America  and  of  Europe;  while  the  same 
great  central  basin  of  our  country  carries  on  a  growing 
volume  of  commerce  that  moves  westward  and  eastward 
to  and  from  our  great  West  and  the  far  Orient.  The 
majority  of  the  great  trunk  lines  of  American  railroads 
follow  the  parallels  of  latitude,  in  spite  of  the  fortunate 
fact  that  the  rapid  progress  of  the  southern  and  south- 
western sections  of  the  country  is  steadily  swelling  the 
volume  of  north  and  south  traffic  and  increasing  the  im- 
portance of  the  roads  that  run  with  the  lines  of  longitude 
and  do  not  have  mountains  to  overcome.  In  general,  it 
has  been  and  still  is  true  that  in  the  United  States  the 
railroads  must  carry  traffic  long  distances,  and  must  haul 
a  relatively  large  share  of  their  tonnage  ov^  mountain 
grades. 

In  Europe,  the  relation  of  traffic  currents  to  topog- 
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raphy;  tboiigh  somewhat  complex,  is,  broadly  speaking, 
the  opposite  of  the  relation  in  the  United  States;  because 
the  Alps  have  a  general  east  and  west  trend.  The  great 
plain  of  Europe  lies  north  of  this  continental  divide  and 
extends,  with  broadening  area,  eastward  from  the  great 
seaports  and  industrial  centers  of  western  Europe  upon 
which  the  major  traffic  routes  converge.  The  countries 
about  the  Mediterranean  constitute  another  important 
though  secondary,  traffic  area.  Fortunately  for  Europe, 
only  a  comparatively  small  volume  of  heavy  freight  need 
be  shipped  by  rail  between  the  northern  and  southern 
traffic  districts.  The  transalpine  railroads  handle  mainly 
passengers,  mail,  express  and  light  freight. 

The  climatic  conditions  prevailing  in  a  country  and 
in  different  sections  of  a  country,  as  the  result  of  topog- 
raphy and  other  geographic  factors,  establish  a  third 
physical  control  over  the  location  and  the  traffic  of  rail- 
roads. It  is  climate,  particularly  rainfall,  that  sets  the 
sharpest  limits  to  production  and  population.  The  only 
resources  of  arid  lands  are  their  minerals  and  they  can  be 
made  available  only  to  the  extent  that  a  mining  population 
can  be  provided  from  other  sections  with  food  and  water. 

The  United  States  has  been  so  generously  supplied  with 
water  resources  that  the  entire  three  fifths  of  the  country 
lying  east  of  the  Rocky  Mountains,  with  the  exception  of 
a  part  of  the  strip  between  the  mountains  and  the  100th 

• 

meridian,  is  productive  and  everywhere  habitable.  In  the 
Pacific  coast  states  the  rains  reach  to  the  Sierra  Nevada 
and  Cascade  mountains,  upon  whose  spacious  roof  heavy 
winter  snows  linger  late  into  the  spring  to  nourish  the 
streams  during  the  summer  months  that  their  waters  may 
furnish  power  the  year  round  and  serve  for  irrigation 
when  crops  are  growing.     Over  most  of  the  broad  Cor- 
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dilleran  highland  the  rainfall  is  so  light  that  only  limited 
areas  can  be  successfully  farmed.  Irrigation  is  adding 
small,  though  highly  productive,  areas  to  tillage;  but  the 
climate  is  such  that  the  mines,  which  are  many  and  rich, 
and  the  ranches,  which  in  the  northern  half  of  the  Cordil- 
leran  region  are  numerous  and  broad,  furnish  the  popula- 
tion with  its  chief  industrial  supports.  Agriculture  and 
general  manufactures  can  never  become  extensive  in  the 
western  plateau. 

The  United  States,  indeed,  has  a  wide  range  of  climate. 
The  East,  the  South,  the  Central  West,  the  mountain  sec- 
tion, and  the  Pacific  slope — each  section  has  its  own  climate 
and  its  consequent  industries.  Each  has  its  special  trans- 
portation needs  that  have  caused  the  characteristics  of  the 
traflSc  services  of  American  railroads  to  vary  with  different 
parts  of  the  country. 

Another  general  determinant  of  the  character  of  rail- 
road traiSc,  both  freight  and  passenger,  is  the  stage  the 
country  has  reached  in  economic  and  social  development, 
its  state  of  civilization.  The  higher  the  degree  of  civiliza- 
tion the  greater  the  demand  for  transportation.  The  work- 
ing of  this  law  is  particularly  noticeable  in  the  passenger 
travel,  the  number  of  trips  per  person  being  highest  in 
such  countries  as  Great  Britain,  Belgium,  Switzerland, 
Germany,  France,  and  the  United  States,  whose  inhabitants 
travel  for  social  and  cultural  as  well  as  economic  reasons. 
It  hardly  need  be  said  that  cultural  conditions  are  only 
one  factor  affecting  the  volume  of  travel  and  that  the 
countries  just  named  do  not  necessarily  rank  as  above 
listed  in  the  degree  of  their  civilization  although  they  are 
cited  in  the  order  of  average  per  capita  trips  per  annum. 

Most  persons  travel  for  business  reasons,  and  business 
conditions  mainly  determine  the  amount  of  traveling  done, 

8 


CHARACTERISTICS   OF  RAILWAY  TRAFFIC 

but  in  all  countries  there  is  an  increasing  volume  of  travel 
for  education,  recreation,  and  other  noneconomic  motives. 
In  the  smaller  countries  of  Europe  where  distances  are 
short  and  the  cultural  inducements  to  travel  are  strong, 
cheap  railway  transportation  has  caused  a  rapidly  rising 
percentage  of  the  population  to  gratify  their  travel  long- 
ings. In  the  United  States,  as  a  whole,  the  effect  of 
cultural  influences  upon  passenger  traffic,  while  prominent, 
has  been  less  marked  than  in  several  other  countries  both 
because  our  long  distances  are  a  powerful  deterrent  to 
travel  and*  for  the  reason  that  our  land,  though  rich  in 
scenic  beauty,  is  still  too  young  to  abound  in  historic 
shrines  and  monuments  of  art. 

That  freight  tonnage,  as  well  as  passenger  travel,  is 
greater  per  capita  the  higher  the  stage  of  civilization,  and 
rises  with  the  social  and  industrial  progress  of  every  coun- 
try, is  a  general  law  well  illustrated  by  traffic  conditions 
in  eastern  and  southeastern  Europe  as  contrasted  with 
those  prevailing  in  western  Europe  where  civilization  has 
reached  a  higher  stage.  This  law  expresses  a  fundamental 
and  significant  fact.  Civilization  results  from  the  growth 
of  human  wants  which  not  only  increase  but  become  more 
complex  as  civilization  advances.  New  industries  arise  to 
satisfy  the  enlarging  demands  of  the  individual  and  so- 
ciety, the  processes  of  manufacture  are  subdivided,  there 
is  a  greater  territorial  subdivision  in  production,  and  from 
.  all  this  results  an  increase  in  freight  traffic  far  exceeding 
the  rate  of  growth  in  population.  Thus  among  the  general 
conditions  affecting  the  volume  and  character  of  the  present 
and  future  freight  traffic  of  American  railroads  is  the 
degree  of  civilization  now  attained  in  this  country  and  the 
rate  at  which  it  is  advancing.  Such  an  influence  as  this 
is  manifestly  not  a  factor  whose  effect  can  be  definitely 
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measured,  but  a  knowledge  of  its  presence  may  help  to 
explain  the  distinctive  features  of  the  freight  traflSc  of  our 
railroads. 

In  contrast  with  these  general  factors,  physical  and 
social,  affecting  the  characteristics  of  both  the  freight  and 
passenger  services,  are  certain  special  factors  influencing 
the  freight  trafSc  and  others  that  apply  to  passenger  trans- 
portation. 

The  volume  and  nature  of  the  freight  handled  by  the 
railroads  of  any  country  or  section  of  a  country  is  deter- 
mined primarily  by  the  industries.  Transportation  is  the 
servant  of  industry.  The  character  of  the  country's 
products,  whether  they  be  of  agriculture,  of  mines,  or  of 
forests,  the  location  of  the  centers  of  manufacturing, 
whether  they  be  close  to  or  remote  from  the  sources  of 
materials  and  the  markets  and  centers  of  distribution,  the 
extent  to  which  the  leading  industries  have  been  developed 
— ^these  and  all  the  many  conditions  determining  what 
kinds  of  business  shall  be  carried  on  and  influencing  their 
extent  and  territorial  distribution  decide  what  freight 
services  the  railroads  shall  perform. 

A  study  of  the  sources  of  freight  traflic  in  the  United 
States,  which  will  be  made  in  the  following  chapter,  will 
reveal  the  nature  of  American  industries  in  some  detail 
and  indicate  the  nature  of  the  rail  transportation  services 
they  require.  Here  it  need  only  be  said,  in  passing,  that 
nowhere  else  in  the  world  do  the  industries  require  the 
handling  of  heavy  materials  as  long  distances  as  they  are 
transported  in  the  United  States,  and  yet,  despite  this  fact, 
there  is  an  exceptionally  high  degree  of  integration  of 
industry  and  of  territorial  specialization  in  production. 
In  other  words,  the  American  railways  have  fully  met  the 
conditions  imposed  upon  them  by  the  industries  they  serve. 
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The  extent  to  which  inland  and  coastal  waterways  are 
used  must  influence  the  volume  and  kind  of  freight  carried 
by  the  railroads.  For  Japan  and  the  United  Kingdom  the 
surrounding  ocean  provides  a  cheap  highway  that  can  be 
readily  taken  by  much  traffic  that  must  move  by  rail  in 
most  countries.  In  Qermany  and  France  the  ton  mileage 
of  the  traffic  carried  on  the  rivers  and  canals  equals  one 
third  the  ton  mileage  of  the  rail  freight.  The  more  water- 
ways are  used  the  lower  will  be  the  percentage  which 
minerals  and  other  bulky  commodities  comprise  of  the  total 
traffic  of  the  railroads.  In  the  United  States,  minerals  ac- 
count for  an  exceptionally  large  share — fifty-five  per  cent — 
of  the  total  rail  tonnage  partly  because,  with  the  exception 
of  the  Great  Lakes,  the  Ohio  River,  and  a  portion  of  the 
north  Atlantic  seaboard,  the  waterways  are  little  used  for 
transporting  the  products  of  our  mines.  Should  the  United 
States  improve  and  extend  its  inland  waterways,  as  is  ex- 
pected will  be  done,  the  traffic  of  our  railroads  will  consist 
more  largely  of  the  classified  or  higher  grade  freight  and 
relatively  less  of  **  commodity  "  or  bulk  traffic. 

Another  special  factor  that  has  had  much  influence 
upon  the  freight  traffic  services  desired  of  railroads  is  the 
business  habits  of  the  people.  The  inhabitants  of  different 
countries  and,  to  some  extent,  the  residents  of  separated 
parts  of  the  same  country,  have  different  ways  of  con- 
ducting their  affairs.  The  Japanese,  the  Dutch,  the 
English,  the  Americans,  each  have  their  accustomed 
business  methods  as  farmers,  merchants,  and  manufac- 
turers; and  the  railroads  must  do  the  work  of  transportation 
in  conformity  with  the  requirements  of  industry  as  carried 
on  in  each  country,  just  as  the  railways  in  the  United 
States  must  serve  the  Yankee  farmer  and  trader,  the 
southern  planter,  the  western  ranchman^  and  the  lumber- 
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man  of  the  Northwest.  Id  spite  of  all  that  has  beeii  done 
to  standardize  railway  methods  in  this  country,  the  wide 
diversity  in  oar  industries  and  in  our  ways  of  doing  things 
produces  numerous  variants  in  railway  practice.  Services 
conform  in  general  to  differences  in  business  needs. 

Of  the  special  factora  affecting  the  volume  of  paasenger 
traffic  of  railways,  sparseness  or  density  of  population  ia 
the  most  controlling.  An  agricultural  section  or  a  region 
rich  in  bulky  minerals;  although  contaiaing  but  a  small 
population,  may  furnish  a  large  freight  tonnage,  hut  travel 
will  be  light.  As  population  increases,  passenger  traffic 
expands  and  at  a  more  than  proportional  rate.  In  closely 
settled  sections  the  trips  per  capita  are  greater  than  in 
regions  having  fewer  persons  to  the  square  mile.  Various 
reasons  account  for  this.  The  number  of  trips  taken 
would,  other  things  being  equal,  naturally  be  in  inverse 
ratio  to  the  difficulties  to  be  overcome.  Long  distances 
deter  people  from  travel;  long  journeys  are  expensive, 
time-consuming,  and  wearisome.  Short  distances,  from 
city  to  city,  or  from  city  to  mountains  or  seashore,  are  a  . 
lure  to  travel;  fares  are  cheap  and  the  trip  is  a  pleasure. 
Men  do  business  by  making  a  personal  call  instead  of  by 
mail;  and  they  relieve  the  monotony  or  lighten  the 
drudgery  of  life  by  more  frequent  week-end  or  holiday 
trips.  The  fact  that  England  and  Belgium  outrank  the 
United  States  in  the  average  number  of  journeys  taken 
per  inhabitant  is  easily  accounted  for  by  the  density  of 
the  population  living  within  their  small  areas. 

Id  spite  of  the  limitations  which  long  distances  place 
upon  the  number  of  trips  taken,  the  average  distance 
traveled  by  the  American  is  exceeded  only,  and  that 
slightly,  by  the  average  for  the  people  of  Great  Britain. 
Tbia  is  doubtless  due  in  part  to  the  relatively  high  average 
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income  of  the  people  of  the  United  States,  a  fact  that  has 
had  much  influence  upon  the  policy  followed  by  American 
railway  companies  in  developing  their  passenger  services. 
While  European  railways  have  sought  to  get  the  masses 
to  travel  by  offering  them,  for  low  fares,  third-class  ac- 
commodations without  luxuries  and  fourth  class  with  few 
comforts  and  little  speed,  the  American  railway  policy 
has  been  to  continue  to  offer  only  the  *'  first  class  ''  to  the 
rank  and  file;  and,  broadly  speaking,  the  railroads  have 
striven  to  increase  travel  rather  by  making  the  services 
more  attractive .  than  by  making  them  cheap.  The  Eu- 
ropean  roads  have  found  a  large  demand  for  the  cheaper 
though  inferior  grades  of  service,  nine  tenths  of  the  travel 
being  in  classes  below  the  second. 

The  subdivision  of  passenger  traflfic  in  Europe  into 
several  grades  is  frequently  said  to  be  the  result  of  social 
stratification  and  the  existence  of  class  feeling;  whereas  it 
is  contended  that  Americans  are  more  democratic  in  their 
feelings  and  are  not  influenced  by  class  distinctions.  Pos- 
sibly this  may  be  a  partial  explanation  of  the  difference 
between  the  policies  of  European  and  American  railroads 
as  to  the  classification  of  traffic,  but  it  is  probable  that  the 
low  average  income  of  the  industrial  classes  in  Europe 
has  been  the  chief  reason  for  the  development  of  the  third- 
and  fourth-class  passenger  services.  The  cause  has  been 
more  economic  than  social.  In  the  United  States,  moreover, 
it  seems  that  the  traditional  policy  is  gradually  changing 
with  the  steady  growth  of  ** Pullman'*  services,  and  of  the 
patronage  of  extra-fare  trains  whereby  passenger  traffic  is 
coming  more  and  more  to  consist  of  two  classes;  one  pro- 
vided by  the  *'  first  *'  class  day  coach  patronized  by  those 
who  desire  to  travel  cheaply,  and  the  other  provided  by 
the  "  parlor  "  coaches  and  extra-fare  trains  used  by  those 
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who  place  comfort  and  speed  above  economy.  It  remains 
to  be  seen  whether  the  demand  for  cheap  transportation 
in  America  will  cause  our  railroads  to  break  up  the  present 
' '  first ' '  class  into  two  grades,  and  thus  virtually  introduce 
the  European  third-class  service. 

Among  the  many  minor  factors  that  account  for  the 
volume  of  travel  in  any  country  is  the  strength  of  the 
desire  of  the  people  for  outdoor  life.  Some  people,  though 
they  live  mainly  in  the  cities,  are  content  to  pass  most  of 
their  leisure  as  well  as  their  working  hours  indoors,  while 
to  others  the  appeal  of  the  outdoor  world  is  irresistible. 
The  Germans,  for  instance,  still  have  the  instincts  of  their 
ancestors ;  they  still  love  to  have  the  trees  about  them  and 
the  open  sky  above;  and,  now  that  such  a  large  part  of 
them  is  obliged  to  live  in  cities,  they  satisfy  their  longings 
for  the  open  by  frequent  railway  excursions  to  the  suburbs, 
to  the  country,  to  the  mountains  and  the  sea.  Railway 
travel  in  every  country,  and  particularly  among  a  nature- 
loving  people,  tends  to  grow  with  increasing  rapidity  as 
people  change  from  rural  to  city  life. 

The  freight  traffic  of  American  railroads,  as  the  result 
of  the  general  and  special  factors  that  have  been  consid- 
ered, has  several  clearly  marked  characteristics  which  may 
be  briefly  summarized : 

1.  The  tonnage  consists  mainly  of  bulk  traffic,  minerals, 
in  1908,  contributing  55.72  per  cent,  forest  products  llj 
per  cent,  and  agriculture  8}  per  cent;  while  in  addition 
to  these  three  groups  of  commodities,  which  comprise  three 
fourths  of  the  total  tonnage  and  which  are  mainly  handled 
in  bulk,  manufactures,  a  large  part  of  which  consist  of 
heavy  articles  shipped  in  car  load  or  train  load  units,  con- 
tribute over  thirteen  per  cent  of  the  aggregate.  It  is  safe 
to  say  that  not  less  than  four  fifths  of  the  freight  traffic  of 
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our  railroads  is  shipped  in  bulk  in  car  load  and  train  load 
lotsl 

2.  The  fact  that  these  bulky  commodities  are  transported 
long  distances,  much  farther  than  in  European  countries, 
strengthens  the  tendency  to  use  large  cars  and  to  haul 
heavy  train  loads.  Nearly  two  thirds  of  the  freight  cars 
owned  by  American  railway  companies  are  of  from  60,000 
to  80,000  pounds  capacity,  twelve  per  cent  are  in  the 
100,000  pounds  class,  and  less  than  one  per  cent  were  built 
to  carry  less  than  40,000  pounds.  Formerly  the  standard 
freight  car  in  America  had  a  capacity  of  40,000  pounds, 
but  now  such  cars  include  only  seven  per  cent  of  the  total 
number  and  four  per  cent  of  the  total  capacity  of  our 
freight  equipment.  Moreover,  cars  belonging  to  shippers 
and  private  car  lines  and  which  are  not  included  in  the 
figures  upon  which  these  percentages  are  based,  are  of  more 
than  average  size. 

The  contrast  between  American  and  European  practice 
as  regards  size  of  freight  equipment  used  is  most  striking. 
Our  small  car  of  twenty  tons  (40,000  pounds)  capacity  is 
the  size  of  their  largest  mineral  car;  and  ''  wagons  "  of 
that  capacity  are  in  small  demand.  For  ordinary  freight 
a  ten-ton  **  truck  "  is  amply  large,  and  coal,  iron  ore,  and 
other  heavy  bulk  traflSc  are  regularly  carried  in  fifteen- 
and  twenty-ton  cars.  The  demand  of  the*  average  European 
shipper  and  buyer  is  for  frequent  transportation  in  small 
units,  rather  than  for  a  large  and  infrequent  service.  The 
organization  of  business  in  Europe  is  different  from  its 
organization  in  the  United  States,  and  the  railroads  in 
each  section  of  the  world  conform  to  business  requirements. 

?.  The  heavy  average  freight  train  load  in  the  United 
States — 352  tons,  three  and  four  times  that  prevailing  in 
the  lenrlmg  countries  of  Europe — results  naturally  from 
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the  bulky  character  of  the  traflSc,  from  the  use  of  large 
cars,  and  from  the  long  distances  freight  moves.  This 
method  of  handling  freight  in  large  quantities  also  fits 
into  the  prevailing  methods  of  doing  several  branches  of 
business  in  this  country  where  it  has  been,  and  to  a  large 
extent  still  is,  customary  for  manufacturers,  dealers  and 
merchants  to  place  larger  orders  than  is  the  practice  with 
European  business  men.  In  the  United  States  many,  if 
not  most,  large  buyers  seek  to  secure  commodities  at  low 
prices  and  to  save  on  freight  rates  by  laying  in  a  stock 
that  will  last  some  time;  although,  by  so  doing,  storage 
facilities  must  be  provided;  but  in  European  countries, 
at  least  in  those  with  which  comparisons  have  been  made 
in  the  preceding  paragraphs,  the  object  of  the  business 
man  is  to  tie  up  only  a  small  amount  of  capital  in  his 
stock,  and  to  minimize  warehousing  expenses.  To  accom- 
plish these  ends,  he  is  willing  to  pay  the  higher  freight 
rates  which  the  railroads  are  obliged  to  charge  for  deliver- 
ing goods  in  small  quantities  and  for  performing  their  fre- 
quent services  with  promptness  and  reliable  certainty. 

4.  The  large  average  train  load  in  the  United  States, 
furthermore,  is  in  part  the  result  of  the  fact  that  there  is 
not  only  a  large-scale  production,  but  a  union,  in  several 
instances,  under  one  management  of  the  business  of  secur- 
ing, by  mining  or  otherwise,  the  raw  materials,  of 
transporting  the  materials,  of  manufacturing,  and,  to  some 
though  a  less  extent,  of  distributing  the  finished  products. 
Iron  ore  is  handled  from  mine  to  lake  pier,  and  from  lake 
port  to  furnaces  in  train  loads  of  2,000  to  4,000  tons,  coal 
is  shipped  from  mine  to  yard  or  port  in  long  trains  of  fifty- 
five-ton  cars,  and  petroleum,  though  much  of  the  crude  oil 
now  moves  unseen  through  pipes,  still  adds  its  tank  cars  in 
part  train  or  whole  train  loads  to  the  traffic  of  the  railroads^ 
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5.  To  the  two  causes  just  cited  to  account  for  the  large 
train  load  in  the  United  States,  there  should  be  added  the 
third  and  equally  evident  fact  that  in  our  wide-reaching 
country,  with  its  vast  and  varied  productive  output,  prod- 
ucts such  as  grain,  livestock,  and  cotton  are  brought 
together  in  great  primary  markets,  like  Chicago,  Kansas 
City,  Atlanta,  and  many  others,  the  traffic  pouring  into 
those  reservoirs  in  streams  sometimes  large  and  sometimes 
small  but  flowing  out  in  enlarged  channels  to  domestic 
centers  of  distribution,  from  which  consumers  are  supplied, 
or  to  the  seaboard  exits  of  our  exports.  Trains  loaded 
with  cotton,  grain,  or  refrigerated  provisions  move  from 
the  interior  to  the  seaboard;  likewise  train  loads  of  our 
fruits  travel  from  Florida  or  California  to  New  England, 
Avhile  tropical  fruit  trains  are  run  from  New  Orleans  and 
the  north  Atlantic  ports  to  the  interior  of  the  coTintry. 

The  traffic  conditions,  here  briefly  stated,  determine 
w^hat  the  character  of  the  freight  service  of  American 
railroads  must  be  and  establish  the  principles  controlling 
rate-making.  American  railways  are  compelled  to  render 
services  unlike  those  demanded  of  European  roads,  and 
the  rates  charged  for  those  services  must  not  only  average 
low,  but  must  be  so  adjusted  as  to  permit  and  facilitate 
traffic  intercourse  of  large  volume  between  places  separated 
by  continental  distances.  Rate-making  must  harmonize 
with  services  to  be  performed. 

The  passenger  traffic  of  our  railroads  is  characterized : 

1.  By  the  absence  of  the  definite  division  of  the  service 
into  three  or  four  classes,  as  is  the  practice  in  Europe. 
The  chief  reasons  for  this  diflFerence  are,  however,  to  be 
sought  in  economic  conditions  that  must  change  with  the 
growing  density  of  population  in  the  United  States.  It 
seems  probable  that  American  and  European  practice  as 
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regards  the  classificatiou  of  passenger  traffic  will  differ 
less  as  the  economic  and  social  conditions  in  the  United 
States  approximate  those  in  Europe. 

2.  The  general  ideal,  to  which  American  passenger 
traffic  managers  adhere,  of  a  service  of  maximum  speed 
and  comfort  (unfortunately,  maximum  safety  of  travel 
has  not  been  such  a  definite  part  of  the  ideal),  while 
resulting  in  a  standard  of  excellence  of  which  there  is 
much  reason  to  be  proud,  has  not  permitted  our  railroads 
to  cater  largely  to  the  masses  of  the  people  by  offering 
them  a  cheap  service — ^regular  and  frequent,  though  slow — 
and  not  in  anywise  luxurious,  such  as  is  provided  by 
the  third  and,  to  some  extent,  by  the  fourth  class  in 
Europe.  Until  an  inexpensive  service,  such  as  this  is 
regularly  offered  on  all  the  ordinary  passenger  trains,  with 
the  exception  of  the  express  and  extra-fare  trains,  it  does 
not  seem  reasonable  to  expect  the  large  expansion  in  traffic 
that  can  come  only  with  the  greater  use  of  our  railroads 
by  the  wage-earners  and  other  persons  of  small  income. 
To  socialize  passenger  travel,  a  cheap  service  is  required. 

3.  The  United  States  as  a  whole  being  relatively  sparsely 
populated,  as  compared  with  European  countries,  and  the 
average  distance  between  towns  and  cities  being  long,  the 
passenger  traffic  of  American  railroads,  though  large  in 
the  aggregate,  is  spread  over  such  an  extensive  line  mileage 
that  the  density  of  traffic,  as  measured  in  the  number  of 
passenger  miles  per  mile  of  road,  is  much  lower  than  in 
several  other  countries.  In  France  the  railroads  have  a 
density  of  passenger  traffic  nearly  three  times,  and  in 
Germany  almost  four  times,  as  great  as  our  lines  have, 
while  a  comparison  with  Great  Britain,  if  the  necessary 
figures  were  to  be  had,  would  show  a  still  higher  ratio 
against  our  railroads.    When  one  considers  that  only  on^ 
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fifth  of  the  total  earnings  of  American  railroads  are  de- 
rived from  fares  and  that  only  twenty-eight  per  cent  of 
the  revenues  are  secured  from  the  operation  of  passenger 
trains — from  passengers,  mail  and  express — it  is  evident 
that  the  passenger  service  in  this  country  is  still  relatively 
undeveloped,  and  that  its  future  growth  offers  the  possi- 
bility of  a  large  increase  in  the  tra£Sc  and  profits  of  the 
railways  in  the  United  States. 

4.  That  the  average  length  of  the  passenger  journey 
should  be  greater  in  the  United  States  than  in  more  thickly 
settled  countries  is  to  be  expected — it  is  more  than  double 
the  average  trip  in  Germany  and  about  one  and  four  fifths 
the  average  for  France — but  that  the  length  of  journey, 
despite  our  growing  density  of  population,  should  have 
increased  twenty-three  per  cent  during  the  past  decade, 
while  the  average  in  France  and  Germany  has  remained 
practically  stationary,  is  a  less  obvious  fact.  The  explana- 
tion lies  in  the  wide  development  of  electric  railways  in 
the  United  States  and  the  transfer  from  the  steam  railroads 
to  the  electric  lines  of  a  large  share  of  the  short-distance 
suburban  and  interurban  traflBc.  In  Europe  there  has  as 
yet  been  but  a  small  mileage  of  electric  railways  con- 
structed, and  the  steam  roads  still  handle  such  a  large 
volume  of  short-trip  traffic  as  to  keep  the  average  length 
of  journey  at  a  low  point. 

Passenger  fares,  as  well  as  freight  rates,  are  the  product 
of  traflBc  conditions  and  of  the  methods  followed  in  per- 
forming the  services  rendered  to  meet  those  conditions. 
The  relative  sparseness  of  population  in  the  United  States, 
with  the  consequent  low  density  of  passenger  traflfic  per 
mile  of  railroad,  the  policy  of  not  dividing  the  services 
into  classes  but  of  providing  all  or  the  great  majority  of 
travelers  with  speed  and  luxury  as  well  as  comfort,  and 
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the  necessity  our  steam  railroads  have  of  sharing  much  of 
the  short-distance  traffic  with  the  electric  lines,  cause  pas- 
senger fares  to  average  higher  in  the  United  States  than 
they  do  in  several  foreign  countries.  For  services  of  the 
highest  grade,  our  railroads  have  as  low  fares  as  are  to  be 
found  abroad,  and  probably  our  best  services  excel  those 
in  other  countries;  but  the  absence  of  facilities  for  cheap 
and  slow  travel  causes  average  fares  to  be  relatively  high. 
The  freight  and  passenger  services  of  American  rail- 
ways are  characterized  by  a  high  degree  of  efficiency.  The 
development  of  railroad  transportation  in  the  United 
States,  shaped  by  economic  needs  and  social  conditions, 
has  not  only  kept  pace  with  the  progress  of  the  country, 
but  has  done  much  to  make  possible  the  nation 's  marvelous 
advance.  In  the  freight  service  the  accomplishments  of 
inventive  and  administrative  genius  have  possibly  been 
more  notable  than  in  the  transportation  of  passengers ; 
but  in  both  departments  there  has  been  a  most  successful 
adaptation  of  means  to  ends. 
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CHAPTER   II 
SOURCES  OF  AMERICAN  RAILWAY  FREIGHT  TRAFFIC 

Knowledge  of  sources  of  traffic  necessary  to  an  understanding  of 
the  freight  services — Division  of  freight  traffic  among  six  com- 
modity groups — Heaviest  traffic  in  mineral  and  manufacturing 
sections — Sources  of  railroad  traffic  in  the  South:  Cotton;  Coal; 
Iron;  Petroleum;  Phosphate  rock;  The  forests — Sources  of  rail- 
road traffic  in  the  Northeastern  Section :  Coal;  Iron  ore  and  steel; 
Manufacturing  activities;  The  foreign  trade — Sources  of  traffic 
in  Central  West:  Farm  products;  Coal  and  iron  ore;  Manufac- 
tures; Decrease  in  ratio  of  outbound  to  inbound  traffic;  Sources 
of  traffic  in  Rocky  Mountain  Section:  Increase  in  local  traffic; 
Coal,  copper,  and  other  minerals;  The  ranches;  Irrigation;  Sig- 
nificance of  rapid  growth  of  cities  in  Mountain  States — Sources 
of  traffic  in  Pacific  Coast  States:  The  forests;  Grain  fields, 
orchards,  and  vineyards;  The  mines;  The  fisheries;  Export  and 
import  trade — Commodities  handled  by  typical  railroad  com- 
panies. 

To  understand  the  freight  services  of  American  railways 
one  must  have  at  least  a  general  knowledge  of  the  sources 
of  trafiSc.  The  division  and  general  freight  agents  and  the 
trafiSe  manager  of  any  particular  road  must  have  detailed 
information  concerning  the  territory  served  by  their  lines, 
and  should  also  possess  as  broad  a  grasp  as  practicable  of 
the  resources  and  industries  in  all  parts  of  the  country. 
Unless  the  traffic  official  be  thus  equipped,  he  can  hardly 
hope  to  serve  his  company  efficiently.  Likewise  the  trans- 
portation student,  whether  he  be  subordinate  employee  or 
executive  official,  who  would  so  comprehend  traffic  prob- 
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lenw  as  to  be  able  to  offer  intelligent  suggestions  or  to 
issue  wise  orders,  must  know  the  transportation  geography 
of  his  country. 

This  geographical  knowledge  necessary  to  a  comprehen- 
sion of  American  traffic  problems  and  of  the  traffic  policies 
followed  by  our  railroad  companies,  like  most  valuable 
assets,  is  not  to  be  gained  without  careful  study.  The 
vast  size  of  our  country,  the  varied  character  of  its 
resources,  the  multiplicity  of  its  industries,  and  the  volume 
and  range  of  domestic  trade  and  foreign  commerce,  require 
the  transportation  expert  to  enrich  his  mind  with  a  wealth 
of  detail,  and  to  acquire  the  power  of  applying  his  infor- 
mation constructively  to  aid  in  the  solution  of  any  problem 
or  in  the  interpretation  of  any  situation  with  which  he 
may  be  confronted.  lie  must,  of  course,  know  much  more 
than  can  be  presented  in  this  outline  of  the  geography  of 
American  railway  freight  traffic;  details  must  be  filled  in 
either  by  studying  books  upon  economic  and  commercial 
geography,  or  by  travel  and  personal  investigation;  or, 
preferably,  by  both  methods. 

Railway  freight  traffic,  the  geography  of  which  we  are 
studying,  is  grouped  by  the  Interstate  Commerce  Commis- 
sion into  six  general  classes  of  commodities — ^products  of 
agriculture,  of  animals,  mines,  forests,  manufactures,  and 
merchandise,  to  which  is  added  a  residual  category  includ- 
ing ''other  commodities."  This  classification  of  products 
shows  roughly  the  extent  to  which  rail  tonnage  is  drawn 
from  industries  connected  directly  with  basic  natural  re- 
sources— the  farms  and  ranches,  mines  and  forests — ^and  to 
what  extent  from  manufactures,  or  secondary  industries. 
It  brings  out  the  fact,  already  noted,  that,  for  1908,  55.72 
per  cent  of  the  tonnage  is  made  up  of  minerals  (coal,  coke, 
stone,  sand,  etc.),  not  including  petroleum  which  is  classed 
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as  a  mamif actured  article ;  that  manufactures — not  count- 
ing in  flour  which  is  credited  to  agriculture,  nor  packing- 
house products  which  are  placed  with  animal  products — 
now  comprise  13.15  per  cent  of  the  traflSc;  that  lumber 
and  other  forest  products,  other  than  naval  stores  which 
are  considered  to  be  manufactures,  amount  to  11}  per  cent 
of  the  total ;  and  that,  despite  our  prominence  in  farming, 
agricultural  products — grain  and  flour,  cotton,  hay,  fruits, 
and  tobacco,  together  with  animal  products,  live  stock,  pro- 
visions, wool,  hides  and  leather — aggregate  only  11.2  per 
cent  of  the  tonnage  handled  by  the  railroads. 

Inasmuch  as  more  than  two  thirds  of  the  tonnage 
consists  of  minerals  and  manufactures,  the  section  of  the 
United  States  where  those  commodities  are  most  largely 
shipped  will  be  the  region  making  the  heaviest  contribution 
to  rail  trafSc ;  and  the  portions  of  the  country  where  graz- 
ing, farming,  or  even  forest  industries  lead,  will  rank 
much  lower  in  total  tonnage.  Indeed,  in  that  relatively 
small  part  of  the  United  States  north  of  the  Potomac  and 
Ohio  rivers  and  east  of  Illinois  and  Lake  Michigan — in- 
cluding only  one  ninth  of  the  land  area  of  our  country, 
where  mining  and  manufacturing  are  most  extensively 
carried  on — more  than  one  half  of  the  total  totinage  of 
our  railroads  originates;  whereas  the  southeastern  section 
lying  east  of  the  Mississippi  and  south  of  the  Ohio  and 
Potomac,  although  a  prosperous  region  having  one  and  a 
half  times  the  area  of  the  northeastern  district,  and  includ- 
ing the  West  Virginia  and  Alabama  mines,  the  extensive 
pine  and  hardwood  forests,  and  broad  cotton  fields,  ships 
only  one  eighth  of  the  total  tonnage  moved  by  rail.  The 
remainder  of  the  United  States  with  72^  per  cent  (nearly 
three  fourths)  of  the  entire  land  area,  and  with  the  heavy 
ore  shipments  of  northern  Michigan,  Wisconsin,  and  Min- 
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nosota  and  the  bulky  lumber  traffic  of  the  far  Northwest 
to  swell  its  total,  createsf  less  than  one  third  of  the  aggregate 
railroad  tonnage.  The  major  share  of  the  freight  traffic 
of  our  railways  originates  in  a  few  sections  of  relatively 
small  area,  while  over  the  larger  part  of  the  country  the 
tonnage  per  mile  of  road  and  per  square  mile  of  territory 
is  comparatively  small. 

A  closer  view  of  the  sources  of  railway  freight  traffic 
can  be  gotten  by  studying  in  turn  the  southern,  eastern, 
central, '  Cordilleran,  and  Pacific  coast  sections  of  the 
United  States.  It  will  be  necessary  to  limit  the  study  to 
a  review  of  the  principal  resources  and  industries,  to  some 
consideration  of  the  markets  reached  in  domestic  and 
foreign  trade,  and  to  a  general  analysis  of  the  traffic  of 
one  or  more  typical  railroads  in  each  of  the  designated 
regions.  It  will  be  well  to  begin  with  the  Southern  States, 
or  the  southeastern  and  Gulf  district  instead  of  the  north- 
eastern section,  because  the  economic  activities  of  the  South 
are  less  complex. 

The  raising  of  cotton  has  been  the  dominant  industry 
of  the  South  for  a  hundred  years;  and,  although  the 
utilization  of  mineral  and  forest  resources  is  broadening 
the  economic  life,  the  growing  of  cotton  and  the  use  of  the 
staple  in  manufactures  now  hold  and  will  probably  retain 
first  rank.  The  rapid  increase  in  the  number  and  capacity 
of  cotton  mills  in  the  South  has  latterly  added  strength  to 
the  industrial  position  of  the  cotton  crop.  The  cotton  belt 
extends  with  widening  area  from  Virginia  to  Texas  and 
Oklahoma,  and  occupies  the  Piedmont  of  the  Carolinas, 
Georgia,  and  Alabama,  the  lower  Mississippi  Valley,  with 
the  exception  of  the  lowlands  along  the  Gulf,  eastern 
Texas,  most  of  Arkansas,  and  parts  of  Oklahoma,  Ten- 
nessee, and  Missouri.     This  is  the  heart  of  the  South   the 
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home  of  most  of  its  population,  and,  until  the  recent  de- 
velopment of  commerce  and  of  iron  and  steel  manufactures, 
it  Mras  the  theater  of  most  of  its  economic  life. 

The  tonnage  supplied  directly  by  the  cotton  crop, 
however,  is  not  large ;  for  the  annual  and  immensely  valu- 
able yield  of  13,432,000  ^  bales  weighs  only  3,500,000  tons, 
or  one  half  of  one  per  cent  of  the  total  railway  tonnage 
of  the  country;  but  a  crop  having  a  market  value  of 
$700,000,000  makes  possible  and  necessary  an  active  traflSc 
in  other  goods  into  and  out  of  the  region  where  the  crop  is 
grown.  Cotton  culture  directly  and  indirectly  accounts 
for  a  large  share  of  the  traflBc  of  the  southern  railways. 

Of  the  13,432,000  bales  of  American  cotton  somewhat 
more  than  one  third  (5,000,000  bales),  and  a  rapidly  rising 
share,  is  worked  up  in  our  own  mills;  and  the  remainder 
is  exported.  Thirty  years  ago  the  chief  center  of  the 
cotton  production  was  in  the  Piedmont  and  in  the  other 
states  east  of  the  Mississippi ;  and  in  those  days  the  largest 
interior  market  was  Atlanta.  Charleston  and  Savannah, 
as  well  as  New  Orleans  and  Mobile,  were  then  important 
exporting  gateways;  but  with  the  extension  of  the  cotton 
belt  into  the  states  west  of  the  Mississippi  River,  particu- 
larly into  Texas,  Houston  has  become  the  leading  primary 
market,  with  Memphis,  Fort  Worth,  and  Dallas  also  rank- 
ing high.  Galveston  has  gained  such  a  lead  over  other 
exporting  points  that,  in  1909,  her  shipments  abroad 
amounted  to  about  three  and  a  half  million  bales.  New 
Orleans  had  second  place  with  two  million  bales,  and 
Savannah  third  position  with  less  than  one  million. 

'  The  figures  as  to  cotton  are  for  19C8.  In  1909  the  production 
was  10,386,209  bales.  The  decline  of  twenty-four  per  cent  was  largely 
due  to  the  ravages  of  the  boll  weevil.  It  is  believed  that  the  decrease 
Sfl  only  temporary. 
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The  decline  in  rank  of  the  South  Atlantic  seaports  in 
the  cotton  export  trade  has,  however,  been  due  not  only  to 
the  westward  movement  of  the  area  of  production,  but  also 
to  the  rapid  rise  of  cotton  manufacturing  in  the  Piedmont 
section  of  North  and  South  Carolina,  Georgia,  and  Ala- 
bama, the  four  states  in  which  most  of  the  cotton  mills  of 
the  South  are  located.  The  North  Carolina  mills  require 
more  cotton  than  is  grown  in  the  state;  and  those  in 
South  Carolina  provide  a  market  for  nearly  three  fourths 
of  the  home-grown  staple.  In  1909  somewhat  over  one 
third  of  the  cotton  spindles  in  the  United  States  were 
running  in  the  cotton-growing  states,  and  most  of  the 
other  sixty-two  per  cent  were  in  New  England,  Massachu- 
setts still  having  nearly  as  many  spindles  as  there  are  in 
the  South;  but  the  ratio  is  changing,  the  increase  being 
more  rapid  in  the  Southern  States.  The  census  of  the 
textile  industries  in  1905  showed  that  more  cotton  in 
weight  was  used  in  the  southern  mills  than  in  those  of 
New  England. 

This  survey  of  the  production  and  distribution  of  cotton 
shows  that  three  changes  are  taking  place  in  the  cotton  traffic 
of  the  southern  railroads;  that  the  tonnage  is  rising  with 
the  rapid  increase  in  the  annual  crop ;  that  the  railways  in 
the  western  cotton  states — ^those  lines  converging  upon 
Houston,  other  Texas  markets,  and  Memphis,  and  connect- 
ing these  interior  markets  with  Galveston  and  New  Or- 
leans, instead  of  the  railways  in  the  states  east  of  the  Mis- 
sissippi River — ^have  become  the  chief  carriers  of  cotton; 
and  that,  while  the  shipments  to  the  seaboard  for  export 
grow  greater  year  by  year,  a  larger  percentage  of  the  crop 
is  being  brought  by  rail  to  the  mill  towns  in  the  Piedmont 
and  by  rail  and  coastwise  steamers  to  the  textile  centers  of 
New  England.    The  manufacturing  progress  of  the  South 
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is  causing  an  increasing  share  of  the  raw  cotton  to  be 
shipped  to  points  within  the  South,  while  the  shipments 
out  of  the  Southern  States  to  other  parts  of  the  United 
States  and  to  foreign  countries,  mainly  the  Orient,  are  in- 
cluding a  steadily  enlarging  volume  of  cotton  goods. 

Despite  the  fact  that  the  South  is  chiefly  engaged  in 
agriculture,  over  half  the  railway  tonnage  consists  of 
mineral  products, .  chiefly  coal,  iron  ore,  petroleum,  phos- 
phate rock,  and  building  materials,  coal  holding  flrst  place. 
The  most  productive  coal  field  south  of  the  Potomac  and 
Ohio  is  the  one  lying  mainly  in  West  Virginia  and 
extending  into  Virginia.  From  this  district  is  taken  five 
eighths  of  the  coal  mined  in  the  South,  some  of  it  being 
shipped  by  water  down  the  Kanawha  River,  but  most  of  it 
by  rail,  in  part  to  western  markets  and  more  largely  to  the 
Atlantic  seaboard  for  further  distribution.  The  output  of 
the  rich  Alabama  field,  now  one  sixth  of  the  southern 
coal,  is  chiefly  used  locally  in  the  Birmingham  iron  indus- 
tries, but  is  also  shipped  to  other  interior  markets  in  the 
South,  as  well  as  to  the  Gulf  ports.  It  is  expected  that 
the  Panama  Canal  will  increase  the  shipment  of  Alabama 
coal  to  and  beyond  the  Gulf  seaboard.  The  other  important 
southern  coal-producing  states,  Kentucky  and  Tennessee, 
find  ready  markets  for  their  tonnage  within  or  not  far 
beyond  their  borders.  Texas  has  some  coal,  and  more  is 
obtained  in  Missouri,  Arkansas,  and  Oklahoma.  Taken 
as  a  whole,  the  coal  traffic  of  the  southern  railways  has 
numerous  sources  and  moves  thence  in  all  directions.  It 
is  increasing  rapidly  with  the  industrial  progress  of  the 
South. 

The  all-important  iron  ore  district  of  the  South  is  close 
to  Birmingham,  Ala.,  where  about  two  thirds  of  the  south- 
em  ore  is  mined,  the  other  third  coming  mainly  from 
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Tennessee,  Virginia^  and  Georgia.  The  Alabama  ore  is 
smelted  close  to  the  mine  mouth,  and  that  of  the  three  other 
states  requires  but  short  hauls  to  reach  the  furnaces.  The 
iron  ore  traffic  of  the  southern  railways  is  relatively 
unimportant  in  comparison  with  the  tonnage  of  this  com- 
modity handled  by  the  roads  in  Pennsylvania  and  about 
the  Great  Lakes,  where  most  of  the  crude  iron,  amounting 
to  more  than  four  fifths  of  the  total  output  of  the  country 
and  to  seven  times  that  of  the  South,  is  moved  long  dis- 
tances, most  largely  by  joint  rail  and  water  routes,  but 
also  to  some  extent  by  all-rail  transportation. 

During  recent  years  the  southern,  and  ivhat  are  usually 
named  the  southwestern,  states  have  become  the  source  of 
thirty-five  per  cent  of  the  petroleum  secured  from  Ameri- 
can wells  (12,000,000  tons  in  1907).  Formerly  the  oil 
was  obtained  almost  entirely  from  the  northern  Appa- 
lachian district;  but  now  the  Appalachian  section  ranks 
third.  In  1909  the  California  field  had  the  largest  output, 
while  the  so-called  mid-continent  'field  lying  mainly  in 
Oklahoma,  and  extending  somewhat  into  Kansas  and  north- 
em  Texas,  held  second  place.  Two  thirds  of  the  petroleum 
output  of  the  southern,  and  southwestern  states  in  1907 
came  from  Oklahoma,  and  the  other  third  mainly  from 
Texas,  Louisiana,  and  West  Virginia. 

As  is  well  known,  most  of  the  crude  petroleum  is 
transported  by  pipe  lines  or  by  pipe  line  and  tank  steamer 
to  the  refineries  where  illuminating  oil  is  prepared,  or  to 
the  storage  tanks  of  fuel  oil ;  but  tank  cars  as  well  as  pipe 
lines  are  used  especially  in  the  Louisiana,  Texas,  and  Cali- 
fornia fields.  The  oil  tonnage  of  the  railways  is  made 
up  chiefly  of  the  refined  products  which  are  handled  chiefly 
in  bulk  in  tank  cars,  although  much  is  shipped  in  barrels. 
Many  of  the  numerous  by-products  are  necessarily  pat 
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into  cases  or  packages  for  shipment.  The  services  per- 
formed by  the  railroads  in  transporting  oil  consist 
principally  ,of  connecting  the  refineries  with  the  many 
thousand  places  where  petroleum  products  are  retailed. 

The  phosphate  rock  now  mined  in  the  United  States, 
amoimting  to  2,386,000  tons  in  1908,  is  secured  from  beds 
in  Florida,  Tennessee,  and  South  Carolina.  The  Florida 
rock,  which  is  three  fifths  of  the  total,  is  taken  from  the 
western  part  of  the  central  portion  of  the  peninsula,  and 
is  shipped  as  crude  rock  from  Port  Tampa  mainly  to 
foreign  countries.  The  greater  part  of  the  Tennessee 
output  is  sent  to  various  parts  of  the  United  States  for 
domestic  consumption,  about  one  sixth  being  exported  by 
way  of  Pensacola,  Norfolk,  and  Newport  News.  The 
South  Carolina  beds  are  near  Charleston,  and  the  crude 
rock  there  obtained  is  worked  up  into  fertilizers  which  are 
distributed  widely  within  and  beyond  the  United  States. 

The  other  large  source  of  the  traffic  of  the  southern 
railways — and  it  is  outranked  in  tonnage  only  by  coal — is 
the  forests.  The  forests  of  the  Southern  States,  which  now 
far  outrank  the  other  lumber-producing  sections,  the  north- 
eastern, the  Lake  states,  and  the  Pacific  slope,  in  the  value 
and  quantity  of  the  annual  cut,  include  two  separated 
areas — ^the  yellow  pine  belt  paralleling  the  Atlantic  and 
Gulf,  from  North  Carolina  to  Texas  and  reaching  north 
into  Arkansas,  and  the  hardwood  belt  covering  the  Appa- 
lachian mountains  and  extending  across  the  states  lying  to 
the  west-northwest  of  the  mountains.  From  these  forest 
sources,  a  fifth  of  all  the  tonnage  of  the  southern  railways 
is  secured.  The  pine  belt  has  the  larger  output,  the  leading 
states  being  Louisiana  and  Mississippi,  but  all  the  Gulf 
states  make  large  contributions  to  the  total ;  while  Georgia, 
North  Carolina,  and  Virginia  are  also  drawn  upon  heavily. 
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Practically  all  of  the  larger  Gulf  and  South  Atlantic  sea- 
ports have  heavy  lumber  shipments,  a  part  of  the  product, 
particularly  that  of  the  Gulf  ports,  being  exported  while 
the  larger  share  is  shipped  coastwise  for  domestic  use.  An 
important  feature  of  the  rail  traffic  of  the  South  is  the 
transportation  of  large  tonnages  of  lumber  from  the  in- 
terior to  the  seaboard. 

The  great  center  of  the  hardwood  lumber  industry  is 
Memphis.  Tennessee  stands  eighth,  and  Mississippi  second 
among  the  Southern  States  in  value  of  lumber  products; 
while  Arkansas,  whose  large  area  includes  both  pine  and 
hardwood,  ranks  third.  The  railroads  converging  upon 
Memphis  from  Tennessee,  Arkansas,  and  northern  Missis- 
sippi transport  large  quantities  of  timber  and  rough  lum- 
ber and  make  that  a  great  milling  district,  from  which  the 
finished  product  is  shipped  over  a  wide  territory.  Ken- 
tucky and  West  Virginia  each  produce  more  lumber  than 
Tennessee  does,  the  output  of  these  states  now  being 
marketed,  in  large  part,  north  of  the  Potomac  and  Ohio. 

The  traffic  of  the  railways  in  the  northeastern  section  of 
the  United  States  includes  such  a  great  variety  of  com- 
modities and  is  drawn  from  so  many  sources  that  a  discus- 
sion of  its  origin  must  avoid  detail.  It  will  be  convenient 
to  consider  the  northeastern  section  to  include  the  states 
north  of  the  Potomac  and  Ohio  and  east  of  Illinois  and 
Lake  Michigan — i.  e.,  the  first  three  of  the  ten  territorial 
groups  into  which  the  Interstate  Commerce  Commission  di- 
vides the  United  States  in  tabulating  the  mileage,  finan- 
cial and  traffic  statistics  of  railways.  By  giving  these  lim- 
its to  the  northeastern  section,  Ohio,  Indiana,  and  the 
southern  peninsula  of  Michigan  are  associated  with  the 
East  instead  "of  the  Central  West;  but  this  grouping  is 
fully  justified  by  the  close  connection  of  these  trans- Alle- 
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ghany  states  with  the  industrial  activities  and  commerce 
of  the  middle  and  New  England  states. 

The  large  volume  of  railway  freight  in  the  northeastern 
district,  while  derived  from  many  sources  and  composed  of 
a  great  variety  of  commodities,  consists  mainly  of  four 
kinds  of  traffic:  (1)  Anthracite  and  bituminous  coal,  (2) 
iron  ore  and  steel  products,  (3)  manufactures  of  many 
kinds,  especially  textiles,  and  machinery,  and  (4)  the  ex- 
port and  import  trade.  By  considering  the  sources  and 
routes  of  these  four  classes  of  traffic  we  shall  account  for 
the  greater  share — probably  four  fifths— of  the  railway 
tonnage  of  this  part  of  the  United  States. 

The  coal  shipments  far  exceed  any  other  class  of  traf- 
fic in  tonnage.  Nearly  half  the  tonnage  and  more,  than 
half  the  value  of  all  the  coal  mined  in  the  United  States 
is  secured  in  Pennsylvania  (200,000,000  tons  in  1908) ;  and 
about  six  tenths  of  the  total  is  from  Pennsylvania,  Ohio, 
Indiana,  and  Michigan.  Somewhat  over  one  third  of  the 
Pennsylvania  coal  consists  of  the  anthracite  secured  from 
three  small  areas  east  of  the  Alleghany  Mountains.  This 
coal,  both  anthracite  and  bituminous,  is  distributed  gen- 
erally over  the  northeastern  section  of  the  United  States, 
and  is  handled  mainly  by  the  railroads,  the  principal  ex- 
ceptions being  the  shipments  coastwise  north  from  Norfolk, 
Newport  News,  and  Philadelphia,  the  shipments  out  of  this 
northeastern  part  of  the  United  States  to  the  north  central 
section  by  way  of  the  Great  Lakes,  and  the  barging  of  coal 
down  the  Ohio  and  Mississippi  rivers.  The  great  indus- 
trial centers  such  as  the  Pittsburg  district,  Cleveland,  and 
the  metropolitan  Atlantic  seaboard  cities,  are  the  chief 
centers  toward  which  the  coal  moves  from  the  northern 
Appalachian  field. 

The  mineral  traffic,  comprising  nearly  six  tenths  of  the 
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total  railway  tonnage  of  the  northeastern  section,  consists 
mainly  of  coal,  coke,  and  iron  ore.  The  iron  ore  is  de- 
rived in  part  from  the  mines  of  New  York,  Pennsylvania, 
and'  New  Jersey,  and  a  small  amount  is  imported ;  but  the 
chief  sources  of  supply  for  the  furnaces  and  mills  of  the 
northeastern  states,  in  which  most  of  the  iron  manufactur- 
ing of  the  United  States  is  done,  are  the  mines  of  northern 
Minnesota  and  upper  Michigan,  which  are  brought  close  to 
Ohio,  Pennsylvania,  and  New  York  by  cheap  transporta- 
tion on  the  Great  Lakes.  The  ore  traffic  from  the  Lakes  to 
the  furnaces,  and  shipments  of  iron  and  steel  and  the 
manifold  manufactures  thereof  from  the  mills  to  all  parts 
of  the  country  comprise  a  volume  of  freight  second  in  ton- 
nage only  to  that  created  by  coal  and  coke. 

It  is  the  manufacturing  activities  of  the  northeastern 
states  which  directly  and  indirectly  account  for  the  heavy 
railway  tonnage  of  that  region.  These  industries  are  not 
only  of  great  variety,  but  are  generally  distributed  over 
the  larger  part  of  the  district ;  and  while  railway  traffic  is 
largest  in  such  industrial  sections  as  central  Indiana,  east- 
ern Ohio  and  western  Pennsylvania,  southeastern  Penn- 
sylvania, northern  New  Jersey,  southeastern  New  York, 
and  southern  New  England,  the  manufactures  of  other 
parts  of  the  Northeast  give  rise  to  no  small  rail  tonnage. 
Without  attempting  to  enumerate  even  the  more  important 
classes  of  manufactures  other  than  iron  and  steel,  mention 
may  be  made  of  machinery  and  tools  which  are  made  in 
many  parts  of  the  section  under  consideration ;  of  the  ship- 
building plants  on  the  Great  Lakes  and  along  the  Atlantic 
seaboard;  and  of  cotton,  woolen,  and  silk  textiles,  which 
mills  are  located  chiefly  in  the  region  extending  from  Port- 
land, Me.,  to  Philadelphia.  All  of  the  cotton  and  silk,  and 
nearly  all  the  wool,  used  in  the  textile  mills  are  brought 
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from  a  distance ;  and  the  fabrics  and  carpets  are  marketed 
in  every  part  of  the  United  States,  and  to  some  extent 
abroad.  The  tonnage  of  rail  traflSc  directly  created  by  the 
textile  industries  is  not  large;  but  the  concentration  of 
population  necessitated  by  these  industries  results  in  a 
great  enlargement  of  the  freight  and  passenger  business  of 
the  railroads. 

The  major  share  of  the  foreign  trade  of  the  United 
States,  both  export  A^d  import,  being  handled  through  the 
north  Atlantic  ports,  our  foreign  commerce  contributes  an 
important  part  of  the  traflBc  of  the  railroads  connecting  the 
Mississippi  Valley  with  the  seaboard  from  Portland  to 
Norfolk.  The  export  tonnage,  which  greatly  exceeds  that 
of  the  imports,  formerly  consisted  mainly  of  the  results  of 
agriculture;  but,  while  the  products  of  our  farms — cot- 
ton, cereals,  fruits,  animals,  animal  products,  etc. — still 
account  for  about  six  tenths  of  the  value  of  the  commod- 
ities we  sell  abroad,  our  exports  are  steadily  becoming 
more  diversified  with  the  progress  of  our  manufactures, 
particularly  those  of  iron  and  steel,  which  now  contribute 
one  tenth  of  the  total  value  of  our  foreign  sales. 

The  export  shipments  from  the  United  States  are  more 
evenly  distributed  among  our  several  seaports  than  are  the 
imports ;  nevertheless  one  third  of  the  outbound  commerce 
passed  through  New  York,  while  Baltimore,  Boston,  and 
Philadelphia,  although  outranked  by  Galveston  and  New 
Orleans,  handle  one  sixth  of  the  exports.  Much  more  than 
half  of  our  outgoing  foreign  trade  moves  through  the  ports 
on  the  Atlantic  coast  north  of  Hampton  Roads — ^the  ports 
reached  by  the  trunk  line  railroads. 

The  import  traffic  is  more  concentrated  than  are  the  ex- 
port shipments.  Six  tenths  of  all  our  imports  enter  via 
New  York;  and  more  than  three  fourths  of  the  total  aro 
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brought  in  through  the  four  largest  North  Atlantic  ports. 
The  commodities  imported  are  of  great  variety,  and  con- 
sist largely  of  high-class  trafiBc;  they  are  distributed  gen- 
erally over  the  country,  and  their  transportation  is  eagerly 
competed  for  by  the  railroads  of  the  northeastern  section. 

Railway  traffic  in  the  Central  West,  that  section  lying 
between  Indiana  and  Lake  Michigan  on  the  east  and  the 
Rocky  Mountains  on  the  west,  has  a  higher  percentage  of 
products  of  agriculture  than  does  any  other  large  subdi- 
vision of  the  country.  This  is  the  center  of  the  cereal  pro- 
duction in  the  United  States,  and  is  the  district  leading  in 
the  value  of  farm  animals.  Its  principal  railroads  are  pop- 
ularly called  the  ** granger  lines." 

These  roads  converge  mainly  upon  four  great  centers 
(there  are  numerous  more  local  foci),  the  greatest  center 
being  Chicago,  or,  more  broadly  considered,  the  southern 
and  western  shores  of  Lake  Michigan;  Minneapolis  on  the 
Mississippi,  the  great  milling  city,  and  Duluth  and  Su- 
perior, the  transfer  points  at  the  head  of  Lake  Superior, 
draw  to  them  a  large  traffic  from  the  upper  portion  of  the 
central  west;  while  St.  Louis,  noted  for  its  manufactures 
and  jobbing  trade;  and  Kansas  City  and  Omaha,  second 
only  to  Chicago  in  packing-house  products,  are  the  great 
traffic  foci  in  the  southern  part  of  the  central  west. 

But  large  as  is  their  traffic  in  grain,  animals,  and  ani- 
mal products,  the  railways  of  the  central  west  have  a 
greater  tonnage  of  minerals.  Illinois  with  its  48,000,000 
tons  of  annual  output  (1908)  ranks  second  among  the  coal- 
producing  states,  while  Iowa  and  Kansas  with  a  combined 
production  of  13,000,000  tons  stand  ninth  and  tenth  in 
the  list.  Eight  tenths  of  the  iron  ore  of  the  United  States 
comes  from  the  three  states  in  the  Lake  Superior  district, 
and  while  most  of  this  ore  is  taken  by  a  short  rail-haul 
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to  Lake  Superior,  it  none  the  less  swells  the  tonnage  of  the 
railroads.  The  mineral  traffic  of  the  railways  of  the 
central  west,  mainly  coal,  iron  ore,  and  copper,  has  a  ton- 
nage more  than  double  that  of  agricultural  commodities, 
animals,  and  animal  products. 

While  in  the  central  west,  as  a  whole,  manufactures  are 
as  yet  relatively  undeveloped,  there  are  certain  sections 
and  numerous  cities  in  which  manufacturing  is  carried  on 
so  extensively  as  to  cause  the  railroads  serving  them  to 
transport  a  large  tonnage  of  mill  and  factory  products. 
Illinois,  with  its  rich  coal  fields,  with  the  cheap  lake  trans- 
portation to  it  from  the  ore  mines  of  the  Superior  district, 
with  its  population  of  nearly  6,000,000,  and  its  great  me- 
tropolis of  Chicago  stands  third  in  the  list  of  manufactur- 
ing states.  Missouri  ranks  seventh  and  Wisconsin  ninth. 
Portions  of  these  three  states  and  some  sections  of  the 
other  commonwealths  of  the  central  west  have  become  the 
home  of  a  large  variety  of  industries  whose  products  are 
marketed  generally  over  the  United  States  and  to  a  sur- 
prising extent  in  foreign  countries. 

At  the  southern  end  of  Lake  Michigan  is  an  especially 
favored  location  for  manufactures.  Water-borne  ore  and 
near-by  coal  are  brought  together  cheaply,  while  more  than 
a  score  of  railroads  bring  hither,  over  their  converging 
lines,  the  natural  products  of  the  central  west  and  take 
hence  to  all  points  of  the  compass  the  output  of  mill  and 
factory.  Like  the  Pittsburg  district  and  the  section  along 
the  south  shore  of  Lake  Erie,  the  Chicago  district,  within 
which  may  properly  be  included  the  new  city  of  Gary, 
Ind.,  occupies  a  strategic  position  industrially,  and  its 
rapid  progress  is  creating  a  vast  railway  traffic  in  nonagri- 
cultural  commodities.  A  similar  infiueneo  is  being  exerted 
by  ^Milwaukee,  ^linneapolis,  Duluth,  St.  Louis,  and  other 
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cities.  The  traffic  of  the  railways  in  the  upper  half  of  the 
Mississippi  Valley  is  rapidly  becoming  diversified,  as  it 
flows  into  and  out  of  an  increasing  number  of  industrial 
centers. 

This  productive  middle  portion  of  the  United  States 
located  centrally  within  a  broad  continent,  from  500  to 
1,500  miles  from  the  ocean,  has  a  surprisingly  large  volume 
of  trade  with  our  seaboard  states  and  with  foreign  coun- 
tries. Highly  efficient  railroad  lines  connect  it  with  the 
Atlantic,  the  Gulf,  and  the  Pacific.  Formerly,  the  At- 
lantic roads  and  the  lakes  carried  out  most  of  its  exports, 
which  consisted  chiefly  of  products  of  the  farm;  but  now 
the  Gulf  route  is  taken  by  a  large  percentage  of  the  ce- 
reals, and  the  Pacific  lines  also  share  in  the  outbound  flour 
and  provision  tonnage.  Meanwhile,  the  growth  of  popu- 
lation in  the  central  west,  the  opening  of  its  coal  and  iron 
mines,  and  the  development  of  its  manufactures,  have  les- 
sened the  importance  of  its  exports  of  agricultural  prod- 
ucts, have  enhanced  the  volume  of  manufactures — agricul- 
tural and  mining  machinery,  engines,  iron  and  steel,  both 
crude  and  wrought  into  wares  of  many  shapes  and  uses, 
vehicles  of  all  kinds,  etc. — and  have  enlarged  the  volume 
and  variety  of  the  commodities  brought  into  the  section 
from  other  parts  of  the  United  States  and  from  abroad.  In 
consequence,  the  trains  that  now  take  the  products  of  the 
central  west  to  the  Atlantic  and  Pacific  return  with  a  prof- 
itable *'  backload  ";  and  though  this  cannot  yet  be  said  of 
the  roads  to  the  Gulf,  the  northbound  traffic  is  increasing, 
and  will  grow  more  rapidly  with  the  opening  of  the  Pan- 
ama Canal,  and  with  the  progress  of  our  trade  in  Latin- 
American  countries. 

In  the  Rocky  Mountain  section  railway  tonnage  must 
always  be  less  than  in  other  parts  of  the  country ;  although 
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it  is  probable  that  most  persons  underestimate  the  traffic 
possibilities  of  the  mountainous  and  arid  West.  At  the 
time  of  the  construction  of  the  earlier  Pacific  roads,  the 
great  Cordilleran  plateau  was  regarded  mainly  as  a  barrier 
to  be  surmounted  to  reach  the  traffic  of  the  Pacific  coast; 
but  now  the  interior  traffic  sources  are  recognized  to  be  of 
greater  importance.  Prosperous  roads  like  the  Denver  and 
Rio  Grande  have  depended  mainly  upon  local  rather  than 
upon  through  traffic;  and  at  the  present  time  the  northern 
transcontinental  lines  derive  the  larger  share  of  their  profits 
from  the  traffic  of  the  places  along  their  lines.  This  is  not 
yet  true  of  the  southern  lines  to  the  Pacific,  but  even  they 
are  prospering  increasingly,  because  of  the  growth  of  local 
business. 

The  internal  sources  of  traffic  are  the  mines,  ranches, 
irrigated  districts,  and  the  trade  of  such  collecting  and 
distributing  centers  as  Denver,  Salt  Lake  City,  Cheyenne, 
Helena,  Spokane,  Albuquerque,  El  Paso,  etc. 

Coal  naturally  leads  other  minerals  in  the  volume  of 
tonnage;  and  one  sure  evidence  of  the  industrial  progress 
of  the  mountain  states  is  the  increase  in  the  amount  of 
coal  mined,  which  has  doubled  in  ten  years.  Colorado 
ranks  eighth  among  the  coal-producing  states  and  Wyo- 
ming twelfth.  Five  per  cent  of  the  coal  mined  in  the  United 
States,  and  one  tenth  of  that  secured  outside  of  Pennsyl- 
vania, comes  from  the  Rocky  Mountain  states,  not  including 
those  on  the  Pacific  coast.  More  than  two  thirds  of  our 
copper  is  mined  and  smelted  in  the  Cordilleran  states, 
mainly  in  Arizona,  Montana,  and  Utah,  the  only  important 
copper  state  outside  of  this  section  being  Michigan,  from 
which  one  fourth  of  the  total  output  is  secured.  The  min- 
ing of  gold,  silver,  and  lead,  likewise,  gives  rise  to  an  im- 
portant share  of  the  rail  traffic  of  the  mountain  district. 
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The  mining  camps  are  distributed  generally  among  the 
Cordilleran  states,  Colorado  holding  first  place  in  the  out- 
put of  gold  and  silver  and  in  the  total  production  of  min- 
erals. 

The  ranches  are  the  second  source  of  the  traffic  of  the 
railroads  in  the  Cordilleran  section.  The  eight  states  and 
territories  comprising  most  of  the  Cordilleran  plateau, 
Montana,  Wyoming,  Colorado,  New  Mexico,  Arizona,  Utah, 
Nevada,  and  Idaho,  contain  nearly  half  of  all  the  sheep  in 
the  United  States;  and  if  the  three  Pacific  coast  states 
which  are  largely  within  the  mountain  district  be  included, 
the  sum  is  over  three  fifths  of  the  total  for  the  country^ 
Montana  and  Wyoming  lead  all  the  other  states  in  number 
of  sheep.  The  number  of  cattle  in  these  mountain  com- 
monwealths, while  not  equal  to  those  on  the  Texan  ranches 
or  the  farms  of  Iowa  and  other  Mississippi  Valley  states, 
is  none  the  less  large,  amounting  to  about  one  sixth  of 
the  total  for  the  United  States. 

It  is,  however,  the  development  of  irrigation  that  prom- 
ises most  for  the  growth  of  the  rail  trafiSc  of  the  mountain 
states.  Such  highly  fertile  sections  as  the  Salt  Lake  Val- 
ley in  Utah,  the  valleys  of  the  Salt  River  and  other  streams 
of  southern  Arizona  and  New  Mexico,  the  Imperial  Valley 
of  southern  California,  the  Truckee-Carson  district  of  west- 
em  Nevada,  the  Uncompahgre  Valley  of  western  Colorado, 
and  the  irrigated  portions  of  Wyoming,  Montana,  Idaho, 
and  eastern  Washington — ^these  are  to  be  the  home  of  sev- 
eral millions  of  people  and  the  sources  of  large  railway 
traffic.  The  irrigation  of  those  districts  in  the  arid  West 
to  which  water  can  be  supplied  is  as  yet  only  well  begun ; 
and  while  the  irrigable  sections  comprise  only  a  small  per- 
centage of  the  total  area  of  the  great  West,  the  presence  of 
these  highly  productive  and  thickly  populated  valleys  scatr 
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tercd  over  the  wide  Cordilleran  territory  will  require  an  in- 
creasing railway  mileage  and  traffic. 

Nothing  more  clearly  indicates  the  increasing  railway 
traffic  of  the  mountain  section  than  does  the  growth  of 
such  cities  as  Denver  and  Salt  Lake  City.    Each  place  is 

the  center  of  converging  and  radiating  railway  systems 

« 

that  unite  it  not  only  with  the  Pacific  coast  and  the  Missis- 
sippi Valley,  but  also  with  most  parts  of  the  Cordilleran 
region.  These  cities  and  numerous  other  lesser,  but  grow- 
ing, intramontane  railway  and  population  centers  evidence 
most  clearly  the  economic  progress  of  the  West. 

The  chief  sources  of  railway  traffic  in  the  Pacific  Coast 
States  are  the  forests,  the  grain  fields,  the  fruit  farms,  the 
ranches  and  the  mines,  and  the  inshore  and  deep-sea  fish- 
eries. The  Alaskan  trade  and  the  growing  business  with 
the  Orient  and  Mexico  are  other,  though  minor,  sources. 
The  products  from  these  sources  are  in  part  shipped  by 
sea  to  the  Atlantic  and  across  the  Pacific;  and  in  larger 
volume  eastward  by  rail  to  markets  in  the  Cordilleran, 
central,  and  eastern  sections  of  the  United  States.  The 
Pacific  seaboard  states,  which  formerly  had  little  commer- 
cial intercourse  with  other  parts  of  the  country,  now  out- 
rank all  other  sections  in  the  width  of  the  range  of  their 
commerce.  The  past  development  of  these  states  has  been 
rapid;  but  their  future  growth,  aided  by  the  large  num- 
ber of  transcontinental  railroads  in  service  or  nearing  com- 
pletion, by  the  enlarging  markets  in  the  mountain  states, 
by  the  cheaper  transportation  by  way  of  the  Panama  Canal 
to  the  American  and  European  Atlantic  seaboards,  and  by 
the  steady  tide  of  immigrants  from  Europe,  will  be  even 
more  phenomenal.  It  is  easy  to  understand  why  so  much 
capital  is  now  being  spent  in  adding  new  lines  to  the 
Pacific.     The  St.  Paul  was  opened  in  1909;  the  Western 
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Pacifie,  from  Salt  Lake  Cily  to  San  Francisco  in  1910 ;  and 
the  Kansas  City,  Mexico  and  Orient,  to  the  west  coast  of 
Mexico,  will  soon  be  in  operation. 

The  lumber  from  the  magnificent  forests  of  Washing- 
ton, Oregon,  and  northern  California  is  the  largest  single 
item  of  railway  tonnage.  The  market  for  this  lumber  is 
no  longer  confined  to  places  reached  by  water  carriers,  but 
includes  the  entire  western  part  of  the  United  States ;  and, 
for  the  most  expensive  grades,  the  Eastern  States.  The 
rates  eastward  from  the  great  Northwest  are  especially  low, 
because  lumber  is  largely  handled  as  a  ''backload"  in  cars 
that  would  otherwise  run  empty.  Washington  is  now  the 
leading  lumber  state,  its  output  being  one  twelfth  of  that 
for  the  entire  country. 

The  production  of  wheat  in  California  and  Oregon  has 
declined  during  recent  years  with  the  substitution  of  in- 
tensive for  extensive  farm  cultivation;  but  in  Washington* 
the  annual  crop  is  still  increasing,  that  state  now  ranking 
sixth  in  wheat  production.  All  three  states  are  growing 
increasing  amounts  of  barley,  the  other  important  cereal 
crop  of  the  section,  California  now  having  a  long  lead  over 
all  other  states  in  barley  production. 

In  southern  California,  and  in  portions  of  central  Cali- 
fornia, and  Oregon,  the  orchards  and  vineyards  originate 
the  major  share  of  the  fail  tonnage.  The  California  green 
fruits  are  now  sold  in  a  well-organized  market  that  in- 
cludes the  entire  United  States;  her  canned  and  dried 
fruits,  wines,  raisins,  olives,  olive  oil,  and  almonds  have  an 
even  wider  sale.  Horticulture  and  viticulture  are  the  chief 
sources  of  wealth  in  California,  and  in  parts  of  Oregon. 
The  present  large  shipments  of  green  and  prepared  fruits 
will  undoubtedly  increase  more  than  proportionally  with 
the  growth  in  the  population  of  the  United  States.    Further- 
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more,  the  development  of  the  Pacific  coast  states  in  frutt 
production  means  that  they  will  have  sections  containing 
relatively  closely  settled  communities  of  prosperous  people, 
and  the  rail  traffic,  inbound  as  well  as  outbound,  will  con- 
sist largely  of  high-class,  profitable  freight. 

While  California  has  long  since  ceased  to  be  preemi- 
nently a  mining  and  a  grazing  state,  it  is  second  only  to 
Colorado  and  Alaska  in  the  output  of  gold,  unless,  per- 
chance, the  mines  at  Goldfield  may  have  now  given  Ne- 
vada the  third  place.  California  is  now  the  ranking  state 
in  the  output  of  petroleum,  and  the  market  value  of  the 
45,000,000  barrels  of  this  mineral  annually  obtained  from 
the  California  wells  is  nearly  equal  to  the  value  of  the 
gold  yearly  mined.  For  industry  and  commerce,  the  pe- 
troleum is  far  more  important  than  the  gold.  It  is  used 
instead  of  coal  in  the  locomotives,  and  to  a  large  extent  in 
stationary  engines;  and  it  constitutes  one  of  the  larger 
items  of  railway  traffic  in  the  state. 

Washington  is  the  only  one  of  the  Pacific  coast  states 
that  has  coal  enough  to  be  of  commercial  importance,  and 
its  mines  have  an  annual  output  of  less  than  4,000,000 
tons.  The  mines  of  Vancouver,  which  yield  two  and  a  half 
times  this  quantity  and  a  product  of  better  quality,  are  the 
chief  source  of  the  coal  used  on  the  Pacific  coast.  The  Van- 
couver coal,  however,  is  mainly  distributed  by  water  and 
contributes  but  little  to  the  tonnage  of  American  railways. 

The  grazing  industry  in  the  Pacific  coast  states,  par- 
ticularly in  Oregon  and  California,  is  important,  although 
the  ranches  are  giving  place  to  farms.  For  some  time  to 
come,  California  and  Oregon  will  have  surplus  wool,  sheep, 
and  cattle  for  shipment  to  other  states. 

The  fisheries  of  the  Pacific  coast  states  and  Alaska 
yield  an  annual  product  worth  $17,200,000,  and  constitute 
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an  important  industry.  The  salmon  catch  accounts  for 
over  two  thirds  of  the  total  value,  and  formerly  this  had 
its  chief  centers  in  the  Columbia  River  and  the  tributaries 
of  Puget  Sound,  but  now  the  waters  of  British  Columbia 
and  Alaska  are  more  productive,  the  value  of  the  Alaskan 
salmons  being  more  than  double  that  derived  from  the 
waters  of  Washington  and  Oregon.  The  trade  in  this  fish, 
both  fresh  and  canned,  including  the  Alaskan  product,  is 
handled  through  the  ports  of  our  west  coast  states,  from 
whence  it  is  distributed  generally  over  the  United  States. 

The  rapid  growth  of  the  export  and  import  commerce 
handled  at  the  Pacific  ports  of  the  United  States  has  con- 
tributed largely  to  the  tonnage  and  earnings  of  the  trans- 
continental lines;  for  the  reason  that  a  large  share  of  the 
exports  are  brought  from  the  farms  of  the  upper  Missis- 
sippi Valley,  the  cotton  mills  and  plantations  of  the 
South,  and  the  manufactories  of  the  central  West  and  the 
East.  To  an  even  larger  degree,  the  imports  are  carried 
over  the  Rocky  Mountains  by  rail  for  distribution  through- 
out the  central  and  eastern  sections  of  the  country.  Their 
traffic  with  trans-Pacific  countries  is  large  enough  to  have 
caused  most  of  the  transcontinental  railway  companies  to 
operate  lines  of  steamers  connecting  their  Pacific  ports 
with  the  Orient. 

The  railways  that  serve  our  western  tier  of  states  de- 
rive their  traffic  from  numerous  sources;  and  the  indica- 
tions are  that  each  of  the  main  sources — ^the  industries  of 
the  states  themselves,  the  markets  of  the  Cordilleran  sec- 
tion, the  maritime  trade  with  Mexico,  Canada,  Alaska, 
Hawaii,  the  Orient,  and  Australia — will  contribute  an  in- 
creasing volume  of  traffic  for  movement  within  the  Pacific 
coast  states,  and  across  the  mountains  to  and  from  the 
eastern  half  of  the  United  States.    The  western  railroads 
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have  passed  the  period  of  doubtful  experiment;  they  rest 
upon  a  sure  trafBc  foundation. 

The  general  facts  brought  out  in  the  foregoing  brief 
survey  of  the  main  sources  of  trafBc  in  the  five  large  phys- 
ical subdivisions  of  the  United  States  may  be  illustrated 
and  their  effects  noted  by  a  summary  tabular  analysis  of 
the  principal  classes  of  commodities  handled  by  typical 
railroad  systems  located  in  different  sections  of  the  coun- 
try. The  data  presented  in  the  table  on  page  44  are  taken 
from  the  reports  which  the  carriers  are  obliged  to  make 
to  the  Interstate  Commerce  Commission  in  regard  to  the 
classification  of  their  tonnage. 

The  sources  of  the  tonnage  and  the  trafiSc  differences 
of  the  lines  listed  in  the  table  are  clearly  evident.  The 
Central  of  Georgia,  located  in  the  heart  of  the  cotton  belt 
of  the  South,  the  Saint  Paul  in  the  upper  Mississippi  Val- 
ley, the  Rock  Island,  and  the  Santa  F6  roads  in  the  central 
and  southwestern  trans-Mississippi  sections — the  last  three 
systems  extending  throughout  the  wheat  and  com  districts 
— have  a  far  larger  percentage  than  the  other  systems  do  of 
trafiic  in  agricultural  products.  Their  tonnage  of  prod- 
ucts of  agriculture  is  second  only  to,  and  not  greatly  less 
than,  that  of  mineral  products,  while  the  percentage  of  ani- 
mal products,  in  the  case  of  the  St.  Paul,  Bock  Island,  and 
Santa  P6  is  from  five  to  ten  times  that  of  the  other  roads. 

The  percentages  for  mineral  traflRc  are  especially  in- 
structive. On  all  the  seven  systems,  even  the  two 
** granger"  lines  and  the  Santa  Fe,  the  minerals  have  a 
greater  tonnage  than  does  any  other  class  of  commodities, 
while  on  the  Chesapeake  &  Ohio,  a  prominent  soft-coal 
carrier,  the  mineral  percentage  is  nearly  seventy-four.  It 
is  evident  that  the  Pennsylvania  Railroad,  which  is  the 
greatest  freight  carrier  in  the  world,  must  serve  the  prin* 
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cipal  mining  and  manufacturing  section  of  the  United 
States;  66.03  per  cent  of  its  tonnage  consists  of  minerals, 
which,  together  with  the  manufactures,  comprise  aknost 
seven  eighths  of  the  company's  vast  freight  traffic.  Its 
coal  and  coke  shipments  alone  exceed  118,000,000  tons. 

The  lumber  traffic  is  relatively  greater  on  the  two 
southern  roads  than  on  the  others  included  in  the  table, 
because  of  the  large  output  of  the  pine  and  hardwood  for- 
ests of  the  Southern  States.  One  eighth  of  the  tonnage  of 
the  ''granger"  roads  is  lumber,  this  large  traffic  being  due 
to  scarcity  of  timber  in  the  prairie  states  which  are  obliged 
to  secure  nearly  all  of  their  lumber  from  a  distance. 

The  percentage  of  manufactures  in  the  traffic  of  the 
southern  and  western  railroads  is  a  significant  fact.  Roads 
located  as  the  Pennsylvania  is  will  naturally  have  a  large 
tonnage  of  manufactures,  and  a  coal  road  like  the  Chesa- 
peake &  Ohio  a  small  volume;  but  the  systems  which 
serve  regions  whose  industries,  until  recently,  were  almost 
exclusively  agricultural,  report  their  tonnage  to  contain  a 
relatively  large  percentage — and  it  is  an  increasing  one — 
of  manufactures.  While  there  are  conspicuous  instances 
of  the  concentration  of  certain  industries  in  specially  fa- 
vored localities,  the  evolution  of  industry  in  the  United 
States  is  spreading  mills  and  factories  generally  over  the 
country.  Cheap  and  efficient  railway  transportation  makes 
possible  the  concentration  of  industry  when  that  is  most 
economical,  and  it  also  enables  manufactories  to  be  started 
in  hundreds  of  places  where  they  otherwise  could  not  exist. 
The  progressive  diversification  of  industry  throughout  the 
United  States  is  enriching  the  tonnage  of  the  railroads 
with  an  enlarging  percentage  of  the  higher  and  more  prof- 
itable classes  of  freight  and  is  establishing  a  broader  and 
more  stable  traffic  basis  for  all  our  railway  systems. 
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CHAPTER   III 

VOLUME    AND    EARNINGS    OF    AMERICAN    RAILROAD 

TRAFFIC 

PsncBger  and  freight  tralBe  of  Ameriean  railroads,  1809,  1907, 
1909 — Freight  traffic  bj  commodity  groups  and  by  sections  of 
the  United  States,  1908 — Charts  showing  growth  of  freight  and 
passenger  traffic,  1902  to  1908 — ^Analysis  of  opi*rating  revenues, 
1909 — Summary  of  operating  revenues,  operating  expenses,  and 
taxes,  1909  and  15M>8 — Condensed  income  and  profit  and  loss  ac- 
counts, 1909 — ^Analysis  of  operating  expenses,  1909 — ^References. 

In  discussing  the  sources  of  railroad  freight  traffic  in 
the  United  States,  some  indication  was  given  of  the  amount 
of  tonnage  handled.  It  will  be  well,  before  taking  up  the 
description  in  detail  of  the  services  of  railways,  to  measure 
definitely,  and  as  concretely  as  may  be,  the  volume  and 
earnings  of  the  entire  railroad  traffic — freight,  passenger, 
express,  and  mail.  The  presentation  must  necessarily  be 
statistical  but  need  not  be  long,  because  official  and  private 
publications  furnish  readily  available  sources  of  informa- 
tion. 

The  latest  available  statistics  of  the  Interstate  Com- 
merce Commission  are  given.  For  the  most  part  these 
figures  are  for  the  fiscal  year  ending  June  30,  1909 ;  but  the 
latest  complete  and  final  analyses  of  traffic  statistics  (sum- 
marized in  Table  II)  are  for  1908,  those  for  the  fiscal  year 
1909  not  being  published  until  the  close  of  1910  or  the 
beginning  of  1911. 
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The  passenger  and  freight  traffic  of  American  railwajrs 
during  the  year  ending  June  30,  1909,  and  its  growth 
since  1899  are  summarized  in  Table  I,  which  also  includes 
figures  for  1907,  the  year  when  freight  tonnage  reached 
the  highest  point  yet  attained.  The  business  depression 
that  began  in  October,  1907,  so  checked  industry  as  to 
shrink  railway  tonnage  in  1909  below  the  volume  it  had  in 
1907.  The  effect  upon  passenger  travel  of  such  an  inter- 
ruption to  business  as  occurred  in  1907  is  much  less  severe 
than  upon  freight  traffic. 

Table  I. — Passenger  and  Freight  Traffic  of  American  Railways  during 
the  Years  Ending  June  SO,  1899,  1907,  and  1909 


Ybar. 

1899. 

1907. 

1909. 

Number    of    fare 
passengers   car- 
ried  

523,176,608 

14,691,327,613 
943,716,372 

601,627,375 
123,667,267,153 

873,906,133 

27,718,664,030 
1,796,336,659 

977,489,440 
236,601,390,103 

891,472,425 

29,109,322,689 
1,666,669,741 

826,492,765 
218,802,986,929 

Number    of    pas- 
sengers   earned 
one  mile 

Number  of  tons  of 
revenue  freight. . 

Number   of    tons 
carried,  exclud- 
ing tonnage  re- 
ceived from  con- 
necting     roads 
and  other  car- 
riers   

Number   of    tons 
earned  one  mile. 

^  This  does  not  account  for  all  of  the  1,566,659,741  *'  tons  of  revenue 
frdght,"  of  which  96,869,042  tons  were  "  unaasigned.'' 


Each  railway  receives  freight  both  from  shippers  and 
from  other  railroads;  hence,  in  order  to  determine  how 
many  tons  of  freight  were  shipped  upon  American  rail- 
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roads  considered  as  a  single  system,  it  is  necessary  to  de- 
duct from  the  sum  of  the  tonnage  reported  severally  by 
the  operating  railway  companies  the  tonnage  received  from 
connecting  roads  and  other  carriers.  In  1907  the  railways 
received  from  shippers  nearly  a  billion  tons  of  freight ;  the 
following  year  the  total  had  temporarily  dropped  over  a 
hundred  million. 

As  far  as  it  is  practicable  to  do  so,  the  Interstate  Com- 
merce Commission  groups  the  freight  traflSc  reported  by 
the  railroad  companies  into  six  general  classes  of  commodi- 
ties— products  of  agriculture,  of  animals,  of  mines,  of  for- 
ests, manufactures  and  merchandise.  In  Table  II  the  rail- 
way  freight  traffic  for  the  year  ending  June  30,  1908,  is 
stated  according  to  this  classification,  and  the  tonnage  for 
the  United  States  as  a  whole  is  further  subdivided  among 
three  territorial  groups,  the  northeastern,  southern,  and 
western  sections  of  the  country.  About  ninety  per  cent  of 
the  total  railway  tonnage  reported  is  apportioned  among 
the  six  general  classes  of  commodities  and  an  indefinite 
category  of  ** miscellaneous"  articles. 

The  significance  of  the  main  facts  presented  in  Table  II 
was  considered  in  the  preceding  discussion  of  the  sources 
of  the  freight  traffic  of  our  railroads.  As  the  report  of 
the  Interstate  Commerce  Commission  states,  '^A  compari- 
son of  the  ratios  which  the  several  classes  of  commodities 
bear  to  the  total  tonnage  in  the  several  divisions  is  in- 
teresting and  instructive.*' 

By  charting  the  growth  of  passenger  traffic  and  of 
freight  traffic  during  recent  years  in  such  a  way  as  to 
show  the  increase  in  passenger  miles  and  in  ton  miles  in 
relation  to  the  increase  in  train  miles  and  miles  of  railroad, 
some  instructive  facts  regarding  the  development  of  the 
service  and  the  efficiency  of  our  railways  become  apparent* 
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This  18  done  in  Charts  I  and  II  ^  referring  respectively  to 
passenger  and  freight  traffic.  In  order  to  understand 
these  charts  the  fact  must  be  kept  in  mind  that  the  lines 
show  relative  rates,  or  percentages,  of  increase  for  each  of 
three  different  items  unlike  in  kind  and  quantity.  In  each 
chart  the  three  curves  have  a  common  point  of  origin — ^i.  e., 
the  year  1902,  and  the  percentages  charted  by  each  line  are 
the  percentages  of  increase  year  by  year,  over  the  year 
1902,  not  over  the  preceding  year. 

It  is  shown  by  Chart  I  that  the  number  of  passengers 
carried  one  mile  upon  American  railways  rose  from  19,- 
000,000,000  in  1902  to  28,000,000,000  in  1908,  the  increase 


■ink) 

JI^1W,llf,7lf> 
?mm.TwalmMOm 


Chabt  I. — Bdaiwe  Increates,  Passenger  MUes,  Passenger  Train  MUes, 
and  Miies  of  Road,  RaUiPays  of  the  United  SiOUs,  1002  to  1908 

being  forty-seven  per  cent;  passenger  train  miles  grew 
from  403,000,000  to  510,000,000,  the  gain  being  twentynrix 
per  cent ;  while  the  increment  in  railway  mileage  was  14.5 
per  cent.  It  is  evident  that  an  increasingly  greater  use  was 
made  year  by  year  of  each  mile  of  railroad,  for  the  num- 
ber of  passenger  miles  increased  3^  times  as  fast  as  did  the 
line  mileage.  It  is  also  clear  that  the  average  number  of 
persons  per  train  must  have  risen,  for  an  expansion  of 
forty-seven  per  cent  in  passenger  miles  necessitated  only 
twenty-six  per  cent  increase  in  passenger  train  miles.    The 


>  These  charts  are  from  a  paper  by  Mr.  Ray  Morris  in  the  BaOroad 
Age  OazetU,  vol.  xlvii,  pp.  1277-79,  Dec.  31, 1909. 
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figures  in  this  and  in  Chart  II  are  taken  from  Poor's  Man- 
ual of  Baibroads  and  are  slightly  different  from  those  pub" 
lished  by  the  Interstate  Commerce  Commission  and  which 
are  cited  in  other  parts  of  this  chapter. 
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CdABT  n. — RekUive  Inereasea,  Ton  MUts,  Freight  Train  MUetf  and 
Miles  of  Road,  Railways  oj  the  United  StaUs,  1902  to  1908 

The  increase  in  ton  miles  during  the  five  years  from 
1902  to  1907  was  forty-six  per  cent,  but  the  average 
freight  train  load  grew  heavier  so  rapidly  that  the  traffic 
required  an  addition  of  only  twenty-seven  per  cent  to  train 
miles.  The  two  charts  bring  out  very  clearly  the  fact  that 
freight  traffic  is  much  more  sensitive  to  business  condi- 
tions than  is  the  passenger  business.  During  1908  there 
was  a  moderate  gain  in  passenger  miles,  although  the  rail- 
ways economized  by  decreasing  train  mileage — i.  e.,  by  run- 
ning fewer  passenger  trains ;  but  the  ton  mileage  of  freight 
traffic  fell  off  sharply,  accompanied,  however,  by  a  paral- 
lel reduction  in  train  mileage. 

The  total  operating  revenues  of  American  railroads 
for  the  year  ending  June  30,  1909,  and  the  receipts  from 
the  freight,  passenger,  mail,  express,  ^d  from  the  other 
minor  services  are  stated  in  Table  III  (see  page  52). 

The  freight  revenue,  or  earnings  of  the  freight  trains 
and  switching  engines,  accounts  for  seven  tenths  of  the  total, 
while  the  receipts  from  fares,  mail,  express,  excess  bag- 
gage, and  milk  traffic,  and  from  such  parlor  and  chair  cars 
as  are  owned  by  the  railway  companies — i.  e.,  the  entire 
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Table  III. — Analyna  of  Operating  Revenues  far  the  Year  Ending  June 

SO,  1909^United  States  ^ 


Itkm. 


and  milk  revenue 


Freight  revenue 

Passenger  revenue 

Mail  revenue 

Express  revenue 

Excess  baggage  revenue 
(on  passenger  trains) . . 

Parlor  and  cnair  car  revenue  and  other  pas- 
seneer-train  revenue . 

Switching  revenue 

Special  service  train  revenue  and  miscella- 
neous transportation  revenue 

Total  revenue  from  operations  other  than 
transportation 

Joint  facilities  revenue — Dr 

Joint  facilities  revenue — Or 


Total 


Amount.' 


$1,677,614,678 

563,609,342 

49,380,783 

59,647,022 

13,694,171 

3,989,612 
21,599,256 

7,833,852 

19,756,577 

600,801 

2,052,546 


Propor- 
tion to 

total  op- 
erating 

revenues. 


69.34 

23.48 

2.03 

2.45 

.54 

.15 

.87 

.31 
.79 

m 

.07 


100. 


'  Excludes  returns  for  switching  and  terminal  companies  and  for  a 
few  roads  the  reports  of  which  were  not  sufficiently  complete  for  use  in 
this  summary. 

'  232,981.11  miles  of  line  (average  mileage  operated)  represented. 


passenger  train  revenues — amount  to  somewhat  less  than 
three  tenths  (28.65  per  cent)  of  the  entire  operating  in- 
come. Table  III  gives  the  revenues  in  1909,  other  than 
those  of  switching  and  terminal  companies,  for  an  average 
operated  mileage  of  232,981  miles  of  line. 

The  revenues  received  from  operation  and  the  sums 
paid  out  for  operating  expenses  and  taxes  are  compara- 
tively shown  for  the  years  ending  June  30,  1909,  and 
1908,  in  Table  IV.  The  table  also  states  what  portions  of 
the  total  revenues  were  derived  from  the  freight,  passen- 
ger, and  other  transportation  services. 
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The  effects  of  the  busiiiess  depression  that  began  in 
the  autumn  of  1907  had  not  been  overcome  by  the  middle 
of  1909,  as  is  evidenced  by  the  fact  that  the  total  operat- 
ing revenues  of  the  railways  for  the  fiscal  year  1909  were 
practically  the  same  as  for  the  previous  year,  although  the 
average  operated  mileage  had  increased  4,816  miles.  The 
receipts  per  mile  of  line  in  1909  were  lower  than  in  1908. 
The  enforced  economy  of  the  railways  in  expenditures  for 
** maintenance  of  way  and 'equipment"  and  for  ''opera- 
tion" brought  the  ratio  of  operating  expenses  to  operating 
revenues  down  from  the  abnormally  high  point  of  nearly 
seventy  per  cent  in  1908  to  an  average  ratio  of  a  little 
more  than  sixty-six  per  cent  in  1909.  The  monthly  reports 
made  by  individual  railway  companies  during  1910  indicate 
that  the  traffic  and  earnings  of  the  railways  of  the  United 
States  have  about  regained  the  position  they  held  before  the 
depression  of  1907-9. 

The  gross  and  net  earnings  of  American  railways  for 
the  fiscal  year  1909,  the  disposition  made  of  the  corporate 
income,  and  the  consequent  status  of  the  profit  and  loss 
account  at  the  close  of  the  fiscal  year,  are  concisely  pre- 
sented by  the  Interstate  Commerce  Commission  in  Table  V 
(see  opposite  page). 

Little  need  be  said  in  explanation  of  Table  V.  Aside 
from  the  revenues  obtained  from  "rail"  and  "outside" 
operations  there  is  "other  income"  of  a  large  amount, 
which  consists  mainly  of  interest  and  dividends  on  securi- 
ties owned  by  the  railway  corporations  and  of  profits  de- 
rived from  mineral  and  other  properties  belonging  to  the 
railroad  companies.  It  will  be  noted  that  dividends  are 
paid  not  only  from  income,  but  also,  to  some  extent,  from 
surplus,  thus  reducing  largely  the  amount  of  income  actu- 
ally to  be  credited  to  profit  and  loss.    However,  the  balance 
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Table  V. — Condensed  Income  Account  and  Profit  and  Loss  Account  of 
Operating  Roads  for  the  Year  Ending  June  SO,  1909 


Incomb  AccouiNT 

Rail  operations: 

Operating  revenues 

Operating  expenses 

Net  operating  revenue 

Outside  operations: 

Revenues 

Expenses 

Net  revenue  from  outside  operations. 


Total  net  revenue 
Taxes  accrued 


$2,418,677,538 
1,599,443,410 


Operating  income 
Other  income .... 


Gross  corporate  income 


Deductions  from  gross  corporate  income. 

Net  corporate  income 

Disposition  of  net  corporate  income : 
Dividends  declared  from  current  in- 
come   

Additions  and  betterments  charged  to 

income 

Appropriations  to  reserves  and  mis- 
cellaneous items 

Total 

Balance  to  credit  of  profit  and  loss 


Pbofit  and  Loss  Account 

Credit  balance  on  June  30, 1908 

Credit  balance  for  year  1909  from  income 
account 


Total 


Dividends  declared  out  of  surplus 
Difference 


Other  profit  and  loss  items — debit  bal- 
ance   


Balance  credit,  June  30,  1909,  carried 
to  balance  sheet 
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54,527,763 
50,590,794 


1819,234,128 


3,936,969 


823,171,097 
85,139,554 


738,031,543 
199,041,118 


233,069,739 
23,675,622 
20,632,313 


•  •••*  ••••• t 


937,072,661 

548,908,546 
388,164,115 


277,377,674 
110,786,441 


720,423,740 
110,786,441 


831,210,181 
38,973,760 


792,236,421 


2S,708ftlS 


768,528,408 
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sheet  shows  a  credit  at  the  end  of  the  fiscal  year  1909  in 
excess  of  the  credit  balance  for  1908.  This  is  a  good  show- 
ing in  view  of  the  unfavorable  business  conditions  prevail- 
ing in  1908  and  1909. 

The  analysis  of  operating  expenses  with  reference  to 
the  five  general  classes  of  expenditures,  and  the  ratio  of 
each  item  to  the  total  operating  revenues  are  shown  for 
the  year  1909  in  Table  VI : 

Table  VI. — Analyns  of  OperaHng  Expenses  Jot  the  Year  Ending  June 
SOt  1909.  Average  OperaHng  Mileage,  %fiSfXmJ67. 


Itbm. 


Maintenance  of  wa3r  and  Btnictures 

Maintenance  of  equipment 

Traffic  expenses 

Transportation  expenses 

General  expei 
Unclassified . 

Total. 


Amount 


$1,599,443,410 


Proportion  t« 

total  operating 

revenues. 


$306,450,105 

12.76 

363,912,886 

15.06 

49,287,148 

2.05 

814,088,149 

33.66 

63,677,378 

2.63 

27,744 

66.16 


The  gross  revenues  derived  from  the  operation  of 
American  railroads  doubled  during  the  prosperous  decade 
beginning  with  1898 ;  the  average  earning,  or  rate,  per  ton 
per  mile  remained  almost  constant  while  freight  traffic  in- 
creased a  hundred  per  cent ;  the  gain  in  the  number  of  pas- 
sengers carried  one  mile  was  quite  as  rapid  and' the  re- 
ceipts per  passenger  mile  in  1907  were  more,  and  in  1908 
but  slightly  less  than  in  1898.  Such  a  rapid  increase  in 
traffic  at  constant  rates  would  naturally  have  caused  the 
operating  expenses  per  unit  of  traffic,  and  thus  the  ratio  of 
operating  expenses  to  total  income  from  operation,  to  de- 
cline, in  accordance  with  the  well-known  law  that  an  in- 
crease in  tonnage  or  in  the  number  of  passengers,  other 
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factors  of  expeiise  remaining  constant,  does  not  propor- 
tionally increase  costs  of  operation.  But  the  other  factors 
have  not  been  constant;  there  has  been  a  great  advance  in 
the  cost  of  materials  and  in  wages.  The  normal  diminu- 
tion in  the  cost  of  a  unit  of  transportation  due  to  the  ex- 
pansion of  traflSc  has  been  fully  oflfset  by  the  rising  prices 
of  materials,  equipment,  and  labor.  Indeed,  the  ratio  of 
operating  ^penses  to  operating  revenues  has  ranged  some- 
what higher  the  last  few  years  than  it  did  a  decade  ago. 

The  great  increase  in  traffic  and  gross 'revenue,  having 
been  accompanied  by  but  a  slight  rise  in  the  operating 
ratio,  has  caused  net  revenues  to  advance  proportionally 
with  gross  income  from  operation.  A  portion  of  this 
expanding  net  income  has  been  devoted  to  betterments  and 
extensions;  and  another  share  has  gone  to  pay  interest 
and  dividends  on  the  large  volume  of  new  capital  required 
to  provide  the  facilities  necessary  to  handle  the  growing 
traffic.  The  exact  amount  of  new  capital  invested  in  our 
railroads  during  the  past  decade  would  be  difficult  to 
determine.  Capitalization  increased  fifty-five  per  cent  from 
1898  to  1908;  and  the  greater  part  of  this  expansion  was 
caused  by  the  sale  of  new  securities  at  or  above  par. 

The  prosperity  of  American  railroads  since  1898 
(temporarily  but  not  disastrously  checked  in  1908  and 
1909)  has  greatly  added  to  the  investment  value  of  their 
securities.  It  is  extremely  fortunate  for  the  public  that 
this  has  been  so,  and  it  is  likewise  highly  important  that 
the  future  net  earnings  of  the  railroads  should  be  such  as 
to  make  railway  securities  attractive  investments.  The 
rapidly  growing  transportation  needs  of  the  country  will 
require  the  expenditure  of  a  vast  amount  of  capital  upon 
railway  facilities  during  the  next  quarter  century. 
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THE  FREIGHT  SERVICE: 
ITS  ORGANIZATION  AND  MANAGEMENT 


CHAPTER  IV 

ORGANIZATION  OF  THE  FREIGHT  TRAFFIC 

DEPARTMENT 

Leading  departments  of  the  railway  organization — General  organ- 
ization of  the  New  York  Central — Of  the  Pennsylvania  Railroad 
— Of  the  Harriman  lines — ^Divisional  and  departmental  types  of 
organization — ^Traffic  organization  of  the  Pennsylvania  Railroad, 
1010 — Duties  of  the  Pennsylvania's  Freight  Traffic  Manager  and 
General  Freight  Agents — Of  the  Division  Freight  Agents  and 
Freight  Solicitors — Functions  of  the  Union  Line — Freight  traffic 
organization  of  the  New  York  Central — Place  of  fast  freight 
lines  in  traffic  organization — ^Time  and  preference  freight- 
Methods  of  developing  traffic — ^Traffic  and  legal  officials  repre* 
sent  company  in  relations  with  the  public — References. 

The  purpose  of  this  and  the  other  chapters  in  Part  Two 
of  this  volume  is  to  describe  and  explain  the  organization 
and  management  of  the  services  performed  in  handling  the 
freight  traffic.  A  subsequent  section  will  contain  an  ac- 
count of  the  freight  classifications  and  of  the  S3n3tems  of 
rates  that  have  developed  in  response  to  the  needs  made 
manifest  in  the  practical  conduct  of  railway  transportation. 

Every  railroad  company  subdivides  its  activities  more 
or  less  sharply  among  five  to  seven  departments.  At  the 
head,  with  supervision  over  all  branches  of  the  service,  is 
the  executive  department,  including  the  offices  of  the  Presi- 
dent and  Vice  Presidents.  The  President  is  directly  respon- 
sible for  the  supervision  and  general  direction  of  all  de- 
partments and  is  assisted  by  the  Vice  Presidents.  Directly 
subordinate  to  the  President  is  the  legal  staff  in  charge  of 
a  general  Cotinsel  who  may  be,  but  usually  is  not,  a  Vice 
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President  of  the  company,  and  the  Secretary.  The  special 
administrative  departments  are  the  financial,  including  the 
office  of  the  Treasurer,  the  accounting  in  charge  of  the  Comp- 
troller, the  operating  which  ordinarily  comprises  the  main- 
tenance and  the  transportation  branches  of  the  service,  both 
being  under  the  General  Manager;  the  engineering,  real 
estate,  and  purchasing  departments,  each  with  its  executive 
head;  and  the  traffic  departnent,  administered  either  by 
one  or  two  Traffic  Managers. 

Each  of  these  special  departments  is  supervised  by  a  Vice 
President,  of  whom,  in  the  largest  companies,  there  may  be 
as  many  as  five,  in  charge  severally  of  finances,  accounts, 
engineering,  transportation,  and  traffic.  There  are,  how- 
ever, more  companies  with  three  than  with  five  Vice  Presi- 
dents, the  more  usual  plan  being  to  place  the  finances  and  ac- 
counts under  one  Vice  President,  the  engineering  and  trans- 
portation branches  under  another,  and  the  traffic  under  a 
third.  If  there  are  but  two  Vice  Presidents  they  will  probably 
have  supervision  over  operation  and  traffic,  while  the  Treas- 
urer and  Comptroller  will  report  directly  to  the  President. 

The  subdivision  of  duties  among  departments  as  worked 
out  by  the  New  York  Central,  the  Pennsylvania  Railroad, 
and  the  Harriman  lines  will  illustrate  the  existing  practice 
of  typical  large  organizations. 

Oenerdl  Organization  of  the  New  York  Central  Line$ 

President, 

Chairman  of  the  Board  of  Directors. 

Vice  President — financial  department. 

Vice  President — accounting  department. 

Vice  President  and  General  Manager— operating  department. 

Vice  President — ^legal  department,  land  and  tax  department 

Vice  President — ^traffic  department. 

Becretaxy. 
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In  the  New  York  Central  organization  there  are  five 
Vice  Presidents,  one  of  whom  is  in  charge  of  legal  affairs. 
The  General  Manager  is  one  of  the  Vice  Presidents,  and  he 
has  supervision  over  both  engineering  and  transportation. 
The  chief  ofScers  in  the  mechanical  department  are  the 
General  Superintendent  of  motive  power,  rolling  stock  and 
machinery,  and  the  General  Mechanical  Engineer.  The 
finances  and  accounts  are  under  different  Vice  Presidents. 

Oeneral  Organization  of  the  Pennsylvania  Railroad 

President  (general  supervision  and  direction  of  all  departments). 
Legal  department — General  Counsel. 
Secretary's  department — Secretary. 

First  Vice  President, 

Purchasing,   real  estate,  insurance,  and  pension  depart- 
ments. 

Second  Vice  President, 

Engineering    department — Chief   Engineer,    Engineer   of 
Bridges  and  Buildings,  Engineer  of  Branch  Lines. 
Accounting  department — Comptroller  and  Auditors. 

Third  Vice  President, 

Traffic   department — Freight  Traffic   Manager,  Passenger 
Traffic  Manager. 

Fourth  Vice  President, 

Treasury  department — Treasurer. 
Employees  saving  fund — Superintendent 
Fifth  Vice  President, 

Transportation  department  (Chief  of  Motive  Power,  Gen- 
eral Manager). 
General  Superintendent  of  Transportation. 
Chief  Engineer  of  Maintenance  of  Way. 
Superintendent  of  Telegraph. 
Belief  department — Sui>erintendent. 

The  Pennsylvania  Railroad  Company,  as  well  as  the  New 
York  Central,  has  five  Vice  Presidents.   The  General  Counsel 
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IS  direetfy  fobordiiiate  to  the  Presideot,  but  is  not  a  Yiee 
President  The  engineering  and  transportation  depart- 
ments are  under  separate  heads.  The  Viee  President  in 
eharge  of  traniportation  has  eontrol  of  motive  power  and 
of  maintenance  of  way,  bat  not  of  new  constmetion.  The 
engineering  head  of  the  PennsThrania  Bailioad  at  the  pres- 
ent time  ( 1910)  is  the  Second  Vice  President,  to  whom,  in  j 
the  distribution  of  duties,  has  also  been  assigned  the  super- 
vision of  the  accounting  department. 

Oeneral  Organixaiion  of  **  Harriman**  Line9 — Union  Pacific, 

Oregon  Short  Line,  Oregon  Railroad  and  Navigation 

Company,  and  Southern  Pacific 

President  (New  York). 

Vice  President  and  Traffic  Director  (Chicago). 

Vice  President  and  Director  of  Maintenance  and  Operation 
(Chicago). 

Vice  President  and  Comptroller  of  Union  Pacific  and  Oregon 
Short  Line  and  Comptroller  of  Oregon  Bailroad  ajid 
Navigation  Company  and  Southern  Pacific  (New  York), 

Vice  President  and  General  Manager,  Union  Pacific  (Omaha). 

Vice  President  and  Oeneral  Manager,  Oregon  Short  Line  (Salt 
Lake  City). 

Vice  President  and  General  Manager,  Oregon  Bailroad  and 
Navigation  Company  (Portland,  Ore.). 

Vice  President  and  General  Manager,  Southern  Pacific  (San 
Franciflco). 

Director  of  Purchases,  all  four  lines  (New  York). 

Treasurer,  Union  Pacific,  Oregon  Short  Line,  and  Oregon  Kail- 
road  and  Navigation  Company  (New  York). 

Treasurer,  Southern  Pacific  (New  York). 

The  late  Mr.  E.  H.  Harriman  gave  proof  of  his  execu- 
tive genius  in  perfecting  a  unified  and  efficient  organization 
for  the  management  of  the  long  and  widely  separated  lines 
of  which  he  secured  possession.    Each  of  the  >f our  railway 
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systems  included  in  the  outline  (which  omits  the  minor 
railways  and  the  large  steamship  lines  over  which  the 
unified  organization  extends)  has  its  own  organization;  but 
unity  is  secured  by  placing  the  supervision  of  traffic,  of 
maintenance  and  operation,  and  of  the  accounts  with  three 
Vice  Presidents,  each  having  jurisdiction  over  all  four  lines. 
Similarly  the  purchasing  departments  of  all  four  companies 
are  under  a  common  Director.  Three  of  the  four  companies 
have  the  same  Treasurer.  The  executive,  financial,  pur- 
chasing and  accounting  departments  are  managed  from 
New  York  City ;  the  traffic  and  the  maintenance  and  oper- 
ating departments  are  supervised  from  Chicago,  but  directly 
managed  from  the  several  home  offices  of  the  four  com- 
panies—  Omaha,  Salt  Lake  City,  Portland,  and  San 
Francisco.  Fortunately,  the  death  of  Mr.  Ilarriman  has 
not  caused  this  organization  of  his  lines  to  disintegrate. 
The  former  Counsel  of  the  roads  has  been  made  President 
of  most  of  the  Harriman  companies,  and  the  unified  system 
will,  presumably,  remain  intact. 

Although  the  general  outlines  of  railway  organization 
are  here  presented  in  order  to  indicate  the  place  occupied 
therein  by  the  traffic  department,  it  may  be  well  to  note 
in  passing  that  there  are  two  general  types  of  railway 
organization,  the  divisional  and  the  departmental.  If  the 
officials  in  the  branches  of  service  concerned  with  road 
maintenance,  motive  power  and  equipment,  and  train  oper- 
ation are  all  subordinate  to  the  Qeneral  Manager,  and  the 
several  Division  Superintendents  have  full  authority  and 
responsibility  for  the  operation  and  maintenance  of  the 
respective  divisions,  the  organization  is  divisional,  and  this 
is  the  type  most  followed  by  American  i*ail  roads.  When  the 
powers  of  the  Division  Superintendent  are  restricted  by  giv- 
ing the  Chief  Engineer  of  Construction,  and  the  Engineer 
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of  Maintenance  of  Way  and  their  subordinate^  authority  to 
direct  the  Engineers  and  men  engaged  in  new  construction 
and  the  Roadmasters  and  forces  employed  in  maintenance 
•work  within  the  divisions,  the  organization  becomes  (lepart- 
mental.  In  that  case  the  duties  of  the  General  and. Division 
Superintendents  are  confined  practically  to  the  operation  of 
trains.  The  English  roads  generally  prefer. the  depart- 
mental organization.  , 

It  will  be  noted  that  the  New  York,  Central  .has  a 
strictly  departmental  organization.  The  Pennsylyania  has 
the  divisional  type,  but  the  company  has  found  it  neces- 
sary to  relieve  the  General  Manager  and  subordinates  by 
placing  the  engineering  department  directly  under  a  Vice 
President.  The  Harriman  lines  have  the  strictly  divisional 
form  of  organization ;  under  the  Director  of  Maintenance 
and  Operation  there  is  for  each  company  .ap  officer  who  is 
both  Vice  President  and  General  Manager  with  jurisdiction 
through  the  General  and  Division  Superintendents  over 
new  construction,  maintenance  of  way,  over  equipment,  and 
the  operation  of  trains. 

The  traffic  and  operating  departments  now  rank  on  a 
par  with  each  other.  Formerly,  the  department  in  charge 
of  roadway,  equipment,  and  the  operation  of  trains  greatly 
overshadowed  the  one  having  supervision  of  traflSc.  Indeed, 
at  the  outset,  few  roads  had  a  separate  traffic  organization ; 
but  with  the  growth  in  volume  and  variety  of  traffic,  with 
the  extension  of  services  over  a  territorial  area  nearly  as 
wide  as  the  continent,  and  with  the  ever-increasing  im- 
portance of  developing  and  enforcing  rate  policies  and 
systems  that  both  harmonize  with  changing  economic 
conditions  and  yield  the  company  profitable  revenues  from 
its  myriad  serSdces,  the  position  of  the  traflSc  department 
in  the  general  organization  of  the  railway  company  has 
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become  as  prominent  as  that  of  any  other  subdivision, 
even  the  financial  or  the  operating. 

The  nature  of  the  services  performed  by  the  traflBc 
department  causes  it  to  be,  divided  into  the  freight  and 
passenger  branches,  each  headed  by  a  General  Agent  or, 
in  the  case  of  large  companies,  by  a  TraflSc  Manager.  A 
diagram  of  the  organization  of  the  traffic  department,  as 

worked  out  by  a  typical'  large  railway  company,  will  both 

- ..     ... 

indicate  the  scope  of  its  activities  and  reveal  the  adminis- 
trative relations  and  rank  of  the  several  grades  of  traffic 
*.  ^officers  and  employees. 
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General  Traffic  Organization  of  Pennsylvania  Bailroad  Com- 
pany, 1910 

Third  Vice  President, 

Passenger  Traffic  Manager. 
General  Passenger  Agent. 

Assistant  General  Passenger  Agent  (in  charge  of 
through  traffic). 
District    Passenger    Agents,    and  .  European 
Agents. 

Assistant  General  Passenger  Agent  (in  charge  of 
local  traffic). 
Division  Ticket  Agents. 
General  Baggage  Agent. 

Assistant  General  Baggage  Agent 
Freight  Traffic  Manager. 

General  Freight  Agent — through  traffic. 

Assistant  General  Freight  Agent. 
General  Freight  Agent — ^local  traffic. 
Assistant  General  Freight  Agent. 
Division  freight  agents. 

Foreign  freight  agent  (Philadelphia). 
Freight  solicitors. 
District  freight  solicitors. 
Special  agents. 
European  agent. 
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Freight  Claim  Agent. 

Assistant  Frei^t  Claim  Agent. 
General  Coal  Freight  Agent. 

Coal  Freight  Agent. 
Manager,  Empire  Line  (Philadelphia). 

Western  Superintendent  of  Empire  Line  (Chicago). 
Agents  and  solicitors  of  Empire  Line. 
Hanager  of  Union  Line  (Chicago). 

Eastern  Superintendent  of  Union  Line  (Philadelphia). 
Western  Superintendent  of  Union  Line  (Chicago). 
Agents  and  solicitors  of  Union  Line. 

In  the  Pennsylvania  traffic  organization^  there  are  five 
officers  directly  subordinate  to  the  Traffic  Vice  President. 
The  traffic  of  the  Pennsylvania  Railroad  is  so  great  that 
the  Freight  Traffic  Manager  is  assisted  by  two  General 
Freight  Agents,  one  in  charge  of  through  traffic,  the  other 
with  supervision  over  local  business,  also  by  a  General  Coal 
Freight  Agent,  aided  by  a  Coal  Freight  Agent.  The  de- 
partment headed  by  the  Freight  Claim  Agent  and  his 
assistant  is  subordinate  to  the  Freight  Traffic  Manager. 

The  duties  of  the  Freight  Traffic  Manager  of  the  Penn- 
sylvania Railroad  Company,  as  stated  in  the  company  *s 
by-laws,  are  that  he  shall  **  under  the  direction  of  the 
Third  Vice  President  have  charge  of  the  freight  depart- 
ment," **  make  rates  on  freight  traffic,"  **  make  the  neces- 
sary arrangements  in  relation  thereto  with  individuals  and 
other  railroad  or  transportation  companies,"  **  instruct  the 
station  agents  and  foreign  agents  in  commercial  matters 
pertaining  to  the  receiving  and  forwarding  of  freight  traf- 
fic," and  *^  shall  nominate  to  the  Third  Vice  President 
all  subordinate  officers  in  his  department."  The  General 
Freight  Agents  in  charge  of  through  and  local  traffic 
*'  shall,  under  the  authority  of  the  Freight  Traffic  Man- 
ager, name  the  rates  for  the  transportation  of  such  traffic, 
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other  than  coal  find  coke/'  the  latter  being  the  duty  of  the 
General  Coal  Freight  Agent. 

The  position  of  the  Division  Freight  Agents  in  the 
Pennsylvania  organization  is  important.  They  are  under 
the  direction  of  an  Assistant  General  Freight  Agent,  and 
are  '*  specially  charged  with  the  duty  of  procuring  freight 
tra£Sc  for,  and  making  local  freight  rates  on,  their  respec- 
tive divisions.''  They  are  required  to  spend  *'  as  much 
time  as  practicable  on  the  line  of  their  divisions,  in  order 
to  familiarize  themselves  with  the  commercial  and  indus- 
trial interests  thereon."  They  also  seek  to  bring  new  in- 
dustrial plants  to  the  lines  of  their  divisions.  The  Penn- 
sylvania Railroad  is  operated  in  five  general  divisions,  for 
which  there  were,  in  1910,  five  Division  Freight  Agents. 
They  are  assisted  in  securing  traffic  by  District  Freight 
Solicitors,  Freight  Solicitors,  and  special  agents  who  are 
the  commercial' travelers  of  the  freight  staff.  A  fuller 
statement  of  their  services  is  made  in  Chapter  XVI. 

Two  of  the  Pennsylvania  Railroad  Company's  agencies 
for  securing  competitive  traffic — the  Empire  Line  and 
Union  Line — are  integral  parts  of  its  traffic  organization. 
The  EmpiVe  Line,  which  operates  over  the  Pennsylvania 
Lines  to  Erie  and  by  connecting  lines  westward  and  which 
solicits  traffic  to  and  from  the  West  via  Erie,  is  in  charge 
of  a  manager  whose  duty  it  is  to  procure  traffic  and  who 
has  control  over  the  agents  of  the  line  and  over  the  ar- 
rangements made  by  the  line  with  railway  companies 
other  than  the  Pennsylvania  Railroad.  The  manager  must, 
however,  receive  instructions  from  the  Traffic  Vice  President 
in  regard  to  commercial  matters  and  as  to  the  appointment 
of  agents  of  the  line.  He  must,  also,  confer  **  on  all 
matters  relating  to  the  traffic  of  the  line  "  with  the 
Freight  Traffic  Manager  and  **  be  governed  by  him  on  all 
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questions  affecting  rates."    The  General  Manager  must  be    , 
consulted  regarding  the  movement  of  traffic. 

The  Union  Line  is  the  traffic  connection  of  the  Penn^    . 
sylvania  Railroad  with  the  Pennsylvania  Lines  west  of ,  , 
Pittsburg.    Through  traffic  between  these  two  parts  of  the 
great  system  is  shipped  on  Union  Line  billing,  and  the 
solicitation  of  freight  westbound  and  eastbound  between 
places  east  of  Pittsburg  and  points  in  the  West  beyond  . 
the  Pennsylvania  Lines  is  the  work  of  the  Union  Line 
solicitors. 

The  Manager  of  the  Union  Line  is  subordinated  to  the 
Traffic  Vice  Presidents  and  the  Freight  Traffic  Managers  > 
of  the  Pennsylvania  Company  and  the  Pennsylvania  Rail-   . 
road  Company.    The  Western  Superintendent  of  the  Union   . 
Line,  whose  office  must  be  in  Chicago,  is  required  to. give 
special  *'  attention  to  the  development  of  the  competitive 
through  traffic  "  of  the  Pennsylvania  Railroad  Company. 
He  has  '*  supervision  of  the  agencies  and  bui^iness  of  the 
Union  Line  west  of  Pittsburg,"  while  the  Eastern  Superin- 
tendent, located  at  Philadelphia,  has  similar  autho^'^ty  ea9t 
of  Pittsburg.     The  Eastern  Superintendent  of  the  Unign, 
Line  has  very  close  relations  with  the  freight  department  of 
the  Pennsylvania  Railroad.    Duties  may  be  assigned  to  l^j^. 
by  the  Freight  Traffic  Manager,  * '  and  in  order  to  /^vfufj 
the  unnecessary  duplication  of  these  agencies,  it  shfiU  b^,^^ 
the  duty  of  such  soliciting  agents,  under  the  direction  of  the  . . 
Eastern  Superintendent,  to  secure  traffic  for  the  Pei^n-  . 
sylvania  Railroad  system  other  than  strictly . Union  Jjin^,: 
traffic,  where  it  can  be  done  without  injury  to  the  interept^.{ 
of  the  Union  Line." 

This  rather  full  description  of  the  traffic  department 
of  one  railroad  company  reveals  the  main  features  of  the 
organization  which  other  companies  have  given  that  branch 
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of  their  service.  For  historical,  personal,  and  local  reasons 
every  railway  has  individual  variants  from  the  traffic 
organization  of  Ofther  Companies ;  biit  the  differences  are 
only  of  detail.  The  truth  of  this  general  statement  may 
be  illustrated  by  referring  briefly  to  the  freight  traffic 
organization  of  the  New  York  Central. 

m 

Freight  Traffic  Organization,  New  York  Central  and  Hudson 
*  ;'  ■  ;  River  Railroad 

Traffic  Vice  President,  • 

General  Agent  Traffic  Department  (New  York). 
Freight  Traffic  Manager. 

^sistant  Freight  Traffic  Manager. 
,         Second  Assistant  Freight  Traffic  Manager. 
^General  Freight  Agent. 

Assistant  General  Freight  Agent  • 
Second  Assifijbant  General  Freight  Agent. 
Division  freight  agents. 
Commercial  freight  agents. 
V     ,  Traveling  freight  agents. 

Qeneral  £astem  Freight  Agent  (New  York). 
'      *    Special  Agent  (New  York). 
Chief  of  Tariff  Bureau. 
"      Indnfitrial  Agent. 
>  ;;.      General  Canadian  Freight  Ag^ent. 
.  Co^  l^ra^c  ]\(anager. 

,  .Special  Agent,  Coal  Traffic  Department. 
Manager  Fadt  Freight  Lines. 

.^  .     I        . 

The  New  York  Central  has  a  General  Agent  of  the 
traffic  department  who  reports  directly  to  the  Vice  Presi- 
dent and  has  jurisdiction  both  east  and  west  of  Buffalo 
over  both  the  passenger  and  freight  branches  of  the  service. 
There  is  a  General  Freight  Agent  whose  jurisdiction  ex- 
tends over  the  New  York  Central  &  Hudson  River  Rjail- 
road  and  .West  Shore  Railroad ;  a  General  Freight  Agent 
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of  the  New  York  ^  Ottawa  Railway  and  of  the  Rutland 
Railroad,  and  an  Assistant  Freight  Traffic  Manager  of  the 
Boston  &  Albany  Railroad  located  at  Boston.  There  is 
a  General  Freight  Agent  on  each  one  of  the  lines  west  of 
Buffalo,  each  officer  reporting  directly  to  the  Freight  Traffic 
Manager  either  of  the  lines  east  or  west  of  Buffalo.  There 
is  a  Coal  Traffic  Manager  of  the  lines  east  of  Buffalo  and 
another  of  the  lines  west  of  Buffalo. 

The  prominent  place  given  the  fast  freight  lines  in  the 
traffic  organization  of  the  Penn^lvania,  New  York  Central, 
and  other  railways  is  a  noteworthy  fact.  As  will  be 
explained  at  greater  length  in  Chapter  XIII,  on  **  Fast 
Freight  Lines,"  the  Pennsylvania  has  only  **  company  " 
lines — ^those  owned  and  controlled  by  the  company;  while 
the  New  York  Central  has  both  **  independent  "  and 
*  *  company  ' '  lines ;  but  the  Merchants  Despatch,  although 
having  a  corporate  existence  distinct  from  the  New  York 
Central,  is  controlled  by  the  railway  company,  and  thus  its 
independence  is  nominal  rather  than  real.  The  fast  freight 
lines,  although  now  for  the  most  part  incorporated  within 
the  traffic  organization  of  the  large  railways,  are  efficient 
agencies  for  the  solicitation  of  through  and  competitive 
traffic. 

Another  method  of  expediting  traffic,  particularly  long- 
distance freight,  has  been  adopted  during  recent  years  by 
the  freight  operating  departments.  It  consists  of  shipping 
certain  commodities  and  classes  of  goods  as  **  time  "  or 
**  preference  ''  freight,  giving  them  preference  over  other 
shipments,  and  making  special  arrangements  for  their 
rapid  movement  when  in  transit.  This  phase  of  the  or- 
ganization of  the  freight  service  is  so  important  as  to 
require  description  in  a  separate  chapter  (XIV). 

The  development  of  traffic  may  be  intrusted  entirely 
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to  the  General  and  Division  Freight  Agents,  the  Freight 
Solicitors,  and  the  Managers  and  Agents  of  the  fast  freight 
lines,  as  is  the  case  with  the  Penm^lvania  and  New  York 
Central,  or  the  work  of  these  agencies  may  be  supple- 
mented by  a  special  organization  charged  with  the  duty 
of  increasing  the  productivity  of  existing  industries  served 
by  the  railway  company,  and  with  the  task  of  bringing 
about  the  establishment  of  new  industries  along  its  lines. 
Among  the  traffic  officers  of  the  Rock  Island,  for  instance, 
there  is  an  Industrial  Commissioner,  an  Agricultural  and 
Horticultural  Commissioner,  and  a  General  Dairy  Agent; 
and  in  addition  there  is,  separate  from  the  traffic  organiza- 
tion, a  Mining  Department,  headed  by  a  Manager.  The 
Industrial  or  other  Commissioner  whose  function  it  is  to 
promote  tonnage  and  traffic  may  thus  either  be  or  not  be  one 
of  the  traffic  officials.  The  Missouri  Pacific,  for  example,  has 
a  separate  industrial  department  in  charge  of  an  Industrial 
Commissioner.  The  same  is  true  of  the  Erie  Railroad  and 
the  Southern  Railway;  on  the  other  hand,  the  Baltimore 
&  Ohio  has  an  Industrial  Agent  within  its  freight  depart- 
ment. American  railway  practice  affords  numerous  in- 
stances of  all  three  plans  of  traffic  promotion — by  the 
Freight  Agents  solely,  by  an  industrial  department  within 
the  freight  organization,  and  by  a  distinct  industrial 
department. 

The  freight  traffic  department  is  the  one  which  repre- 
sents the  railway  company  in  its  dealings  with  its  patrons, 
the  shippers  and  consignees,  from  whom  the  larger  part 
of  its  revenues  is  obtained.  The  department  must  make 
thousands  of  rates  in  which  tens  of  thousands  of  persons 
have  a  ^  vital  interest.  Upon  the  rates  charged  by  the 
railways  and  the  services  they  perform  depend  the  success 
and  prosperity  or  failure  and  adversity  of  myriad  business 
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enterprises.  It  is  thus  incumbent  upon  every  railway 
company  to  develop,  an  efficient,  smooth-working  traffic 
organization  and  to  man  it  with  officials  of  executive 
ability,  business  judgment,  and  personal  tact.  Nowhere 
else  in  the  railway  organization  is  the  personal  equation  of 
greater  consequence. 

This  is  as  true  of  the  negotiations  which  the  higher 
traffic  officials  have  with  chambers  of  commerce  and  other 
public  bodies  as  of  the  dealings  with  individual  shippers 
and  consignees.  As  railway  companies  become  larger  and 
the  field  of  their  operations  more  extensive,  and  as  business 
undertakings  depend  less  upon  local  conditions  and  more 
upon  the  relations  of  section  with  section,  and  city  with 
city,  the  individual  business  man  finds  it  advantageous 
and  often  necessary  to  negotiate  with  the  railways  through 
some  strong  commercial  body  which  can  speak  not  only 
for  him  but  also  for  others  eagaged  in  the  same  or  like 
kinds  of  business,  and  whieh  can  voice  the  needs  of  the 
city  or  community  in  which  he  and  others  have  business 
interests  at  stake.  The  Traffic  Vice  President,  Traffic  Man- 
ager, and  General  Agent  must  be  able  to  deal  with  rep- 
resentatives of  public  bodies  in  such  a  way  as  to  satisfy 
the  reasonable  demands  of  the  public,  to  convince  business 
organizations  of  the  unwisdom  of  unreasonable  or  im- 
practicable requests,  and  generally  to  establish  and 
maintain  harmonious  relations  between  the  railway  com- 
pany and  the  men  and  communities  it  serves.  To  enforce 
charges  that  are  profitable  to  the  company,  to  give  the 
public  rates  and  services  that  are  reasonable  and  fair,  and 
to  do  this  in  such  a  way  as  to  minimize  friction — ^these 
are  the  difficult  tasks  of  the  traffic  officials.  They  consti- 
tute, or  ought  to  constitute,  the  diplomatic  branch  of  the 
railway  service. 
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It  is,  howelrer,  not  to  be  expected  that  there  will  be 
no  differences  to  be  adjusted  by  government  commissions 
or  in  the  courts,  especially  in  view  of  the  fact  that 
government  supervision  and  regulation  by  local,  state  and 
national  authorities  is  constantly  being  made  more  detailed 
and  thorough.  The  limitations  which  city  ordinances,  state 
and  federal  laws,  and  commission  orders  and  decrees  may 
justly  and  constitutionally  place  upon  the  acts  of  the 
traffic  officials  of  quai^i-public  corporations  must  be  pro- 
gressively determined  by  the  decision  of  concrete  questions 
in  commission  and  court  procedure.  For  this  reason,  the 
traffic  officers  must  have  the  constant  counsel  and  assistance 
of  the  company's  legal  department.  Cases  must  be  tried, 
and  when  they  come  to  trial,  they  must  be  prosecuted  or 
defended  for  the  company  by  its  counsel  and  attorneys; 
but  the  chief  aid  which  the  legal  advisers  can  give  the 
traffic  department  is  to  keep  it  within  the  law  and  without 
the  courts.  Litigation  and  adjudication  are  less  to  be 
desired  than  adjustment  out  of  court. 

The  attainment  of  this  ideal  is  coming,  year  by  year, 
to  be  more  definitely  sought  in  the  organization  and 
management  of  the  traffic  and  legal  departments.  Much 
friction  between  the  railways  and  the  public  in  the  past 
has  been  the  result  of  a  difference  of  opinion  as  to  the 
legal  nature  of  the  railway  corporation  and  its  services. 
As  long  as  the  officials  of  the  company  regarded  the  rail- 
road business  as  being  an  essentially  private  one,  while 
their  patrons  considered  transportation  to  be  a  service  of 
a  public  nature,  and  facilities  were  to  be  provided  on  de- 
mand by  a  railroad  irrespective  of  its  permanency  or  of  the 
effect  of  location  or  other  railroad  operations,  harmony  and 
mutual  understanding  were  impossible.  Fortunately,  there 
is  now  no  disagreement  as  to  the  public  character  of  the 
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railway  services,  and  the  reasonable  grounds  that  must 
underlie  demands  for  facilities  and  service;  the  principle 
is  clearly  established  by  court  decisions  and  is  accepted 
in  practice  by  the  carriers.  The  railway  official,  whether 
he  be  Counsel  or  Traffic  Manager,  may  no  longer,  nor  does 
He,  consider  himself  merely  as  the  officer  of  a  private  busi- 
ness corporation.  He  realizes  that  he  holds  a  dual  position, 
as  the  servant  of  a  corporation  and  as  the  Manager  of  a 
public  service  that  is  lawfully  and  of  necessity  carefully, 
regulated  by  the  government,  and  appreciates  more  than 
before  that  as  revenues  are  derived  solely  from  the  public, 
the  better  the  transportation  service  the  more  substantial 
is  the  basis  for  larger  gross  earnings. 
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CHAPTER  V 

TERMINAL  FREIGHT  SERVICES  AND  FACILITIES 

Interest  of  traffic  and  operating  departments  in  terminal  services— 
Great  importance  of  terminal  problems — Pennsylvania's  terminal 
project  at  Greater  New  York — Map  of  New  York  terminal — 
The  terminal  situation  in  Chicago — Measures  required  to  be 
carried  out  at  Chicago— Terminal  difficulties  at  Pittsburg — 
Freight  handling  at  freight  yards — At  the  inbound  and  out- 
bound freight  houses  and  the  team  tracks — Industry  tracks — 
Water-front  terminals — References. 

Two  departments  of  the  railway  organization,  the  traf- 
fic and  the  operating,  have  special  interest  in  terminal 
freight  services  and  facilities.  While  the  movement  of 
trains  and  the  handling  of  freight,  both  on  the  line  and  at 
the  terminals,  is  the  work  of  the  **  transportation  ''  branch 
of  the  operating  department,  the  Traffic  Manager  and  his 
subordinates  are  vitally  concerned  with  terminal  services. 
Under  present  conditions,  the  efiiciency  and  economy  of 
freight  transportation,  the  satisfaction  or  discontent  of 
shippers  and  consignees,  and,  indeed,  the  scale  of  rates  that 
must  be  charged  are  more  largely  determined  by  terminal 
facilities  and  operations  than  by  any  other  factors. 

It  is  the  traSic  officers  who  must  decide  what  the  rates 
shall  be,  and  who  must,  if  possible,  cause  those  who  ship 
and  receive  freight  to  feel  that  they  are  being  served  with 
maximum  promptness  and  minimum  trouble  and  expense. 
It  is  the  operating  department  that  moves  the  freight,  but 
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it  is  the  traffic  branch  that  secures  traffic,  holds  it  against 
competitors,  causes  it  to  increase  steadily,  and  fixes  rates 
which  both  make  this  possible  and  also  provide  the  com- 
pany with  adequate  revenue.  As  has  been  well  stated  by 
Mr.  Nelson  W.  Pierce,  the  local  Freight  Agent  at  Chicago 
of  the  St.  Paul  Railway, '  ^  The  question  of  handling  freight 
economically  must  be  looked  at  from  two  different  points 
of  view,  the  operating  and  traffic.  .  .  .  From  a  business 
standpoint,  it  is  not  always  a  question  of  how  cheaply  a 
freight  house  may  be  run,  but  how  well;  always  keeping 
an  eye  on  the  expense,  making  every  dollar  count,  while, 
at  the  same  time,  giving  the  shipping  public  the  best  pos- 
sible service,  with  the  least  possible  detention  to  teams. 
Such  a  policy  is  bound  to  bring  the  business  your  way,  as 
against  your  competitor  who  has  reduced  his  cost  per  ton 
where  he  cannot  take  care  of  his  business  promptly  and 
satisfactorily."  Thus  both  the  General  Manager  and  the 
Traffic  Manager  have  problems  connected  with  terminal  op- 
erations that  must  be  handled  by  cooperation. 

This  being  a  volume  on  freight  traffic  and  rates,  it  is 
concerned  chiefly,  but  not  entirely,  with  the  activities  of  the 
traffic  department.  The  chief  purpose  of  the  book  is  to 
give  an  intelligent  account  of  the  transportation  services 
and  the  charges  therefor;  the  passenger  and  shipper  as 
well  as  the  carrier  are  kept  in  view  in  the  discussion ;  and, 
in  considering  the  services  performed  by  the  railways,  it  is 
necessary,  to  some  extent,  to  go  beyond  the  traffic  depart- 
ment and  to  include  some  of  the  work  of  the  **  transporta- 
tion" branch.  This  is  especially  true  of  this  and  of  sev- 
eral other  chapters  in  this  section  (Part  II)  of  the  book. 
The  discussion  of  railway  operations  will,  however,  go  no 
farther  than  is  necessary  to  a  clear  account  of  the  freight 
and  passenger  traffic  services.    This  is  not  intended  to  be 
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a  book  on  the  work  of  the  operating  department,  although 
it  hafi  something  to  say  of  several  operating  activities. 

This  is  merely  another  way  of  stating  that  traffic  can- 
not be  entirely  dissociated  from  **  conducting  transporta- 
tion,^' that  the  two  branches  of  the  organization  work 
together  to  accomplish  a  common  result — economical  and 
efficient  services  at  just  and  profitable  rates.  In  the  facili- 
ties for,  and  the  services  of,  handling  freight  into  and  out 
of  terminals,  especially  those  in  large  cities  where  there  are 
great  difficulties  to  be  overcome  in  bringing  the  stations 
and  cars  near  to  shippers  and  consignees,  the  close  connec- 
tion of  the  activities  of  the  operating  and  traffic  depart- 
ments is  particularly  noticeable. 

The  location  of  stations  within  city  terminals,  the  en- 
largement or  alteration  of  facilities  for  handling  domestic 
or  foreign  trade,  the  opening  of  connections  by  belt  line  or 
otherwise  with  other  railways,  the  extension  or  contraction 
of  arrangements  for  the  interchange  of  traffic  with  connect- 
ing rail  or  water  lines,  what  ferries  are  needed,  whether 
the  railway  company  had  better  operate  barge  lines^  and 
whether  it  would  be  well  for  the  company  to  run  a  coast- 
wise or  oversea  steamship  line  from  this  or  from  some  other 
port,  these  and  many  other  terminal  questions  are  largely 
traffic  problems.  Upon  the  prevision  or  shortsightedness 
manifested  in  their  solution  by  the  combined  wisdom  of 
the  traffic,  engineering,  and  operating  departments,  will 
depend  the  progress  of  the  company.  It  is  not  too.  much 
to  say  that  the  most  successful  railways  of  the  future  will 
be  those  that  show  the  greatest  competency  in  dealing  with 
the  terminal  requirements  of  the  chief  traffic  centers,  inland 
and  seaboard. 

The  discussion  in  this  chapter  may  properly  be  limited 
to  the  city  terminal.    The  line  stations  ordinarily  present 
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no  special  di£ficulties  from  either  the  operating  or  the  traf- 
fic viewpoint,  while,  on  the  contrary,  the  obstacles  in  the 
way  of  adequate  terminal  development  in  the  large  in- 
terior  and  seaport  cities  are  most  serious.  This  fact  is  il- 
lustrated by  the  great  outlays  now  being  made  or  now 
under  consideration  for  terminals  by  the  leading  railways, 
not  only  in  the  United  States,  but  also  in  many  foreign 
countries.  The  rapid  growth  of  cities  and  the  accompany- 
ing increase  in  passenger  and  freight  terminal  operations 
are  quite  as  characteristic  of  the  industrially  progressive 
countries  of  western  Europe,  for  instance,  as  of  the  United 
States  and  Canada. 

What  the  New  York  Central  and  the  Pennsylvania 
are  now  doing  to  improve  their  passenger  facilities  in 
Greater  New  York  has  attracted  wide  attention,  but  the 
public  is  less  generally  aware  of  the  fact  that  it  was  not 
only  the  need  of  developing  the  passenger  services,  but  also 
the  necessity  for  providing  accommodations  for  handling 
the  enormous  freight  traffic  converging  upon,  and  originat- 
ing within,  that  great  center  of  trade  and  industry,  that 
caused  these  two  railway  companies  courageously  to  under- 
take the  execution  of  the  bold  and  expensive  terminal 
projects  at  and  about  New  York  City. 

A  somewhat  full  statement  of  the  work  being  done  by 
the  Penn^lvania  Railroad  in  and  around  New  York  City 
to  create  better  and  greater  facilities  for  handling  pas- 
sengers and  freight  may  well  be  given  in  this  connection, 
because  the  terminal  problems  being  solved  in  a  large  way 
by  the  Pennsylvania  at  New  York  illustrate  many  of  the 
terminal  questions  confronting  railways  in  other  cities  of 
lesser  size. 

The  accompanying  map  indicates  the  physical  condi- 
tions met  with  in  providing  Manhattan  and  other  parts  of 
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Greater  New  York  and  its  environs  with  coordinated  rail- 
way terminals  and  shows  the  location  of  the  lines,  ferries, 
tunnels,  yards,  freight  and  passenger  stations  used  or  to  be 
employed  by  the  Pennsylvania  Railroad  in  that  traffic  cen- 
ter. The  general  plan  which  the  Pennsylvania  has  worked 
out  for  handling  freight  and  passenger  traffic  into,  out  of, 
and  through  New  York  is  succinctly  stated  *  by  Brigadier- 
General  Charles  W.  Raymond,  who  was  chairman  of  the 
Board  of  Engineers  of  the  Pennsylvania  Tunnel  and  Ter- 
minal Railroad,  to  include  the  following  ten  parts : 

1.  The  Pennsylvania  Tunnel  and  Terminal  Railroad.  This 
line  begins  near  Newark,  N.  J.,  crosses  the  Hackensack  mead- 
ows, and  passes  through  Bergen  Hill,  under  the  North  River, 
the  borough  of  Manhattan,  and  the  East  River  to  the  large 
terminal  yard,  known  as  Sunnyside  Yard,  in  Long  Island  City. 

2.  The  electrification  of  the  Long  Island  Railroad  within 
the  city  limits. 

3.  The  Pennsylvania  freight  terminal  yard  and  piers  at 
Greenville,  N.  J.,  connecting  by  ferry  with  the  Bay  Ridge 
terminal  of  the  Long  Island. 

4.  The  Bay  Ridge  improvement  of  the  Long  Island,  from 
East  New  York  to  Bay  Ridge. 

5.  Yards  for  increasing  the  freight  facilities  in  the  boroughs 
of  Brooklyn  and  Queens. 

6.  The  Atlantic  Avenue  improvement  in  Brooklyn,  involv- 
ing the  removal  of  the  steam  railway  surface  tracks  and  the 
extensive  improvement  of  the  passenger  and  freight  station  at 
Flatbush  Avenue. 

7.  The  New  York  Connecting  Railroad,  extending  through 
a  part  of  the  borough  of  Queens  and  crossing  the  East  River 
by  a  bridge  at  Ward's  and  Randall's  islands  'to  Port  Mor- 
ris, N.  Y 


^ "  Proceeding?  American  Society  of  Civil  Engineers,"  vol.  xxxv.,  p. 
859,  September,  1909.  The  paper  is  reproduced  in  the  Railroad  Age 
OazHUj  vol.  xlWi.,  pp.  759-764,  October  22,  1909. 
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8.  The  Glendale  cut-off  of  the  Long  Island. 

9.  New  piers  and  docks  in  Newtown  Creek  at  its  conflu- 
ence with  the  East  River. 

10.  Electrification  of  the  United  Railroads  of  New  Jersey 
Division  from  Newark  to  Jersey  City. 

The  facilities  the  Pennsylvania  is  working  out  for 
handling  the  rapidly  expanding  traffic  of  Long  Island  and 
for  making  that  part  of  Greater  New  York  an  even  larger 
center  of  industry  and  trade  by  giving  Long  Island  im- 
mediate and  ready  connections,  not  only  with  Manhattan 
but  also  with  both  the  Pennsylvania's  lines  to  the  West 
and  the  New  Haven's  lines  to  Boston  and  New  England, 
show  how  comprehensive  and  far-reaching  must  be  the 
plans  for  a  great  railway  terminal. 

The  Tunnel  and  Terminal  Railroad  is  to  be  used  for 
passenger  traffic,  but  can,  if  desired,  be  employed  for 
freight  at  night.  It  connects  the  Harrison-Manhattan 
Transfer  near  Newark  with  the  Sunnyside  Yard  in  Long 
Island  City.  These  yards  are  primarily  for  passenger  cars. 
Freight  to  and  from  Long  Island  and  New  England  will 
use  the  Greenville  and  Bay  Ridge  terminals,  but  that 
from  the  West  for  Jersey  City  and  Manhattan  will  pass 
through  the  Harrison-Manhattan  yard  over  the  old  line  to 
the  Jersey  City  terminal;  while  at  the  large  Sunnyside 
yard  will  be  handled  the  local  freight  to  and  from  the 
Long  Island  Railroad  and  the  New  York  Connecting  Rail- 
road. Through  freight  between  points  east  and  west  of 
Greater  New^  York,  and  a  large  part  of  that  to  and  from 
Brooklyn,  will  be  handled  by  ferry  between  the  large 
water  terminals  at  Greenville  and  Bay  Ridge,  and  will 
thus  avoid  the  congestion  of  the  Jersey  City  and  East 
River  terminals  and  of  the  busiest  portions  of  New  York 
harbor. 
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The  New  York  Connecting  Railroad  joining  the  western 
^nd  of  Long  Island  with  New  England  by  way  of  bridges 
over  the  East  River  will  greatly  facilitate  the  handling  of 
both  freight  and  passenger  traflSc  between  New  England 
and  points  west  and  south  of  New  York  City.  The  im- 
provement of  the  Flatbush  passenger  terminal  in  Brook- 
lyn and  of  the  approach  to  it  on  Atlantic  Avenue,  per- 
mits the  passenger  traffic  of  Brooklyn  and  that  between 
Brooklyn  and  lower  Manhattan  to  expand;  while  the 
freight  shipments  into  and  out  of  the  Brooklyn  and 
Queens  district  will  be  facilitated  by  the  numerous  en- 
largements of  old  yards  and  by  eleven  new  yards  with  a 
*  combined  area  of  eighty-nine  acres.  The  most  important 
of  these  new  yards  are  the  Bay  Ridge  terminal,  thirty- 
three  acres  in  area,  and  the  freight  terminal  at  East 
New  York,  which  comprises  twenty-three  acres,  is  200  feet 
wide  and  a  mile  long,  the  tracks  being  depressed  and 
crossed  by  six  viaducts  carrying  city  streets.  Grade  cross- 
ings are  eliminated  within  the  terminal  area;  the  service 
between  the  Harrison  and  Sunnyside  yards  will  be  elec- 
tric, while  lines  of  the  Long  Island  Railroad  have  already 
been  electrified.  The  freight  traffic  by  way  of  Greenville 
and  Bay  Ridge  and  also  that  over  the  New  York  Con- 
necting Railroad  will,  naturally,  be  handled  by  steam 
locomotives. 

The  Pennsylvania  is  investing  as  much  in  the  extension 
of  the  terminal  facilities  of  Greater  New  York  as  would  be 
required  to  build  a  standard  double-track  railroad  halfway 
across  the  continent.  General  Raymond,  in  1909,  esti- 
mated that  the  cost  of  the  Pennsylvania  improvements  in 
the  New  York  district  when  fully  completed  will  be  $159,- 
000,000,  the  distribution  of  the  total  expenses  being  as  fol- 
lows: 
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New  York  tunnel  extension  and  station,  including  in- 
terchange yards  at  Harrison,  N.  Y.,  and  Sunny- 
side,  L.  I.,  P.  T.  A  T.  R.  R.  Co $100,000,000 

Long  Island  Railroad  electrification;  Bay  Ridge  and 
Atlantic  Avenue  improvements;  GFendale  cut-off; 
freight  yards,  and  new  equipment 35,000,000 

New  York  Connecting  Railroad,  to  be  built  jointly  by 
the  Pennsylvania  and  the  New  York,  New  Haven 
&  Hartford 14,000,000 

Pennsylvania  Railroad  improvements  in  New  Jersey; 
electrification  of  line  from  Jersey  City  to  Park 
Place,  Newark;  Greenville  freight  line  and  terminal 
on  New  York  Bay 10,000,000 

Total *...     $169,000,000 

The  magnitude  and  great  expense  of  the  Pennsylvania's 
terminal  improvements  at  New  York  forcibly  illustrate  the 
difficulties  which  confront  the  railroads  in  consequence  of 
the  rapid  growth  of  cities  and  the  more  than  proportion- 
ate increase  in  traffic.  The  terminal  situation  at  Chicago, 
.  while  very  different  physically  from  that  at  New  York, 
presents  serious  problems.  In  the  first  place,  Chicago  is 
served  by  an  exceptionally  large  number  of  railways — ^twen- 
ty-three— each  being  obliged  to  penetrate  to  the  center  of 
the  great  urban  district,  and  to  provide  passenger  stations 
and  freight  yards  at  numerous  points  along  its  tracks  with- 
in the  intra-urban  area.  Mr.  P.  A.  Delano,  President  of 
the  Wabash  Railroad,  in  a  recent  address  *  said,  in  speak- 
ing of  Chicago:  ''  Six  passenger  stations  are  handling  the 
twenty-three  separate  trunk  lines  (four  of  which  have 
more  than  one  line  into  the  city),  but  when  it  comes  to 
freight  depots,  each  of  these  twenty-three  lines  has  at 
least  one  downtown  depot  for  receiving  and  forwarding 
of   freight,   with   from   three  to   ten  subsidiary   stations 

^  From  a  paper  read  before  the  American  Institute  of  Architects  at 
Washington,  D.  C,  December  16,  1909,  and  printed  in  the  Railroad 
Age  GazeUe,  December  24, 1900,  vol.  idvii,  pp.  1234^-1237. 
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farther  from  the  heart  of  the  city  to  supplement  the  main 
station." 

This,  however,  has  not  adequately  met  the  terminal 
needs  at  Chicago.  The  numerous  separate  lines  are  very 
imperfectly  coordinated,  shippers  are  compelled  to  truck 
their  freight  long  distances,  and  to  send  their  wagons  more 
or  less  completely  loaded  to  several  depots,  a  truck  load 
often  being  subdivided  according  to  the  number  of  roads 
over  which  the  goods  are  to  be  shipped.  Moreover,  many  of 
the  road  crossings,  especially  in  the  central  portions  of  the 
city,  are  at  grade,  although  113  miles  of  line  had  been  ele- 
vated before  1910.  As  yet,  no  start  has  been  made  with 
the  substitution  of  electric  power  in  place  of  the  smoke- 
producing  steam  locomotives. 

The  railways  centering  at  Chicago  must,  if  possible,  ac- 
complish three  expensive  tasks  in  order  to  meet  adequately 
the  terminal  needs  of  that  city. 

(1)  Some  scheme  must,  if  possible,  be  devised  for  re- 
ducing, by  eflScient  freight  tunnels  or  otherwise,  the  amount 
of  trucking  in  the  downtown,  congested  portion  of  the  city, 
and  of  shortening  the  distance  goods  are  hauled  in  all  parts 
of  the  widespread  city.  This  is  necessary  to  efficiency  and 
economy  of  service. 

(2)  The  work  of  eliminating  grade  crossings  must  be 
carried  on  to  completion;  this  is  made  imperative  by  the 
duty  of  the  railroads  and  the  city  to  protect  the  people 
against  the  dangers  of  such  crossings ;  but,  if  public  safety 
did  not  require  this  to  be  done,  it  would  still  be,  or  soon 
become,  a  requisite  part  of  the  terminal  improvements  by 
which  alone  the  prompt  and  inexpensive  handling  of 
freight  into,  and  out  of,  and  throughout  the  great  urban 
district  can  be  accomplished. 

(3)  All  the  railway  lines  within  the  city  must  in  time  be 
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electrified.  It  is  inevitable  that  the  people  of  Chicago  will 
do  their  utmost  to  compel  manufacturers  and  carriers  to 
minimize  the  intolerable  smoke  nuisance  from  which  the 
city  now  suffers. 

It  must,  of  course,  be  recognized  that  the  electrification 
of  the  Chicago  railway  terminals,  and  the  further  elimina- 
tion of  grade  crossings,  will  be  very  expensive,  and  that  the 
work  will  have  to  be  carried  out  gradually.  It  is  probable, 
however,  that  these  two  classes  of  improvements  will  be 
found  ultimately  to  be  to  the  advantage  of  the  railroads  as 
well  as  a  benefit  to  the  public,  not  only  in  Chicago,  but  in 
all  large  cities.  The  relative  economy  under  present  condi- 
tions of  mechanical  efficiency  of  steam  and  electric  power 
for  terminal  services  is  not  yet  fully  determined.  The  ex- 
perience of  the  New  York  Central  and  the  Pennsylvania  in 
and  about  Greater  New  York  will  throw  much  light  upon 
this  question;  but,  even  though  electricity  should  not  be 
found  cheaper  than  steam  locomotives  for  terminal  opera- 
tion, the  advantages,  other  than  economy,  possessed  by  elec- 
tricity may  be  expected  to  lead  to  its  general  use  within 
city  limits. 

Every  large  city  has  its  own  peculiar  terminal  prob- 
lems. The  facilities  for  handling  freight  at  each  important 
city  must  be  developed  with  reference  to  the  city 's  apecial 
needs  and  possibilities.  New  York,  a  great  seaport,  occu- 
pying an  area  dissected  by  navigable  waters  into  numerous 
disconnected  urban  districts,  has  the  most  complicated 
terminal  problem  of  any  American  city;  but  the  physical 
conditions  within  a  radius  of  twenty  miles  from  lower  Man- 
hattan as  regards  area  and  depth  of  water  and  extent  and 
accessibility  of  easily  occupied  lands,  are  such  as  to  per- 
mit an  almost  indefinite  expansion  of  commerce  and  in- 
dustry.   All  that  needs  to  be  done  to  insure  this  develop- 
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ment  is  to  continue  the  work  of  terminal  unification  now 
being  carried  out  by  the  railway  companies. 

In  Pittsburg  the  physical  obstacles  to  trade  and  traffic 
expansion  are  especially  great,  and  the  marvelous  growth 
of  the  city,  in  spite  of  these  terminal  difficulties,  affords  the 
strongest  proof  of  the  unsurpassed  industrial  resources  of 
its  surrounding  district.  Located  on  the  point  of  a  hilly 
peninsula  formed  by  the  deeply  intrenched  Monongahela 
and  Allegheny  rivers  whose  confluent  waters  create  the 
Ohio,  Greater  Pittsburg  has  been  made  possible  only  by  the 
expansion  of  the  urban  area  over  the  rugged  hills  of  this 
peninsula  and  up  and  down  the  narrow  valleys.  The  rail- 
roads necessarily  enter  the  city  by  these  valleys;  or,  as  in 
the  case  of  the  Wabash,  approach  transversely  to  the  rivers 
by  means  of  tunnels  that  are  expensive  to  construct  and 
that  necessarily  limit  traffic  expansion.  Having  attained 
the  central  portion  of  Pittsburg,  the  railways  find  the  cre- 
ation of  adequate  passenger  and  freight  facilities  most 
difficult  and  costly;  and,  to  make  the  terminal  problem 
further  complicated,  Pittsburg  is  not  only  the  center  of  an 
enormous  tonnage,  but  is  the  gateway  through  which  moves 
a  large  share  of  the  great  volume  of  traffic  carried  east 
and  west  between  the  Mississippi  Valley  and  the  Atlantic 
seaboard  states. 

It  was  natural  that  freight  congestion  which  began 
about  1900  was  manifest  first  and  most  acutely  in  Pitts- 
burg. The  Pennsylvania  Railroad  management  promptly 
realized  the  necessity  of  constructing  a  railroad  around  the 
city  so  as  to  keep  as  much  freight  as  possible  out  of  the 
congested  area,  and  of  expanding  the  stations  and  yards 
within  and  about  the  city  as  rapidly  as  practicable. 

A  city  like  Indianapolis  presents  terminal  conditions 
the  opposite  of  those  at  Pittsburg.     Situated  in  a  level 
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eonniry  with  noQiiiig  to  interfere  with  its  conceDtric  expan- 
sioDy  Indianapolis  is  the  focus  and  crossing  point  of  numer- 
ous converging  railways  which  are  readily  connected  with 
each  other  and  with  the  chief  industrial  plants  by  a  belt 
line  encircling  the  city. 

The  freight  terminal  facilities  in  every  city,  however 
divergent  the  general  problems  of  supplying  these  facilities 
may  be,  must  include  certain  essential  parts.  There  must 
be  yardSy  stations,  team  tracks,  industry  tracks  or  sidings, 
and,  in  the  case  of  sea,  river,  or  lake  ports,  water  terminals. 

The  traffic-center  of  the  railway  terminal  is  the  freight 
yard  into  and  from  which  both  inbound  and  outbound  cars 
move  in  a  steady  stream.  The  main  freight  yard  or  yards 
must  be  located  well  outside  of  the  center  of  the  city,  and 
must  ordinarily  consist  of  two  parts.  In  one  part,  the 
trains  from  the  main  line  are  received  and  broken  up,  the 
cars  being  classified  with  reference  to  the  several  stations 
within  the  terminal,  or  with  reference  to  the  places  to  which 
the  cars  are  en  route,  if  the  trains  arriving  at  the  yard 
contain  cars  with  through  freight  for  points  beyond  the 
terminal  adjacent  to  the  yard.  From  the  yard  or  yards 
for  receiving  and  classifying  freight  the  cars  are  distrib- 
uted among  the  local  freight  stations  of  which  a  railroad 
serving  a  large  city  may  have  a  large  number.  The  Penn- 
sylvania Railroad  has  fifty-one  in  Philadelphia. 

Freight  arrives  at  the  receiving  yard  in  both  car  load 
and  less  than  car  load  shipments,  in  '* straight"  cars  with 
goods  billed  to  a  single  station  and  in  ** mixed"  cars  con- 
taining commodities  for  delivery  at  several  stations;  more- 
over, the  less-than-car-load  shipments  for  any  station  may 
reach  the  yard  from  various  points  and  in  numerous  cars. 
Thus  there  must  be  transfer  house^s  adjoining  the  yard  for 
such  reloading  of  freight  as  may  be  required  in  order  to 

90 


TERMINAL    FREIGHT    SERVICES 

assemble  in  the  same  car  or  cars  all  the  several  shipments 
billed  to  any  one  station. 

Freight  outbound  from  a  large  terminal  arrives  at  the 
yard  in  car  load  and  part  car  load  lots  from  each  of  the 
stations  at  which  goods  are  received  from  shippers.  The 
fully  loaded  cars  are  at  once  made  up  into  trains  with  ref- 
erence to  the  company's  several  lines  leading  out  of  the 
yard.  The  ** mixed"  cars  arriving  at  the  yard  with  less 
than  car  load  shipments  of  outbound  freight  are  so  re- 
loaded at  the  transfer  house  as  to  bring  together  the  freight 
billed  to  any  given  point. 

The  freight  stations — ^the  points  within  the  terminal 
where  shippers  deliver,  and  consignees  receive,  commodi- 
ties— may  be  large  or  small;  and,  if  large,  they  will  iri- 
clude  inbound  and  outbound  freight  houses,  team  tracks, 
transfer  platforms  or  sheds,  warehouses,  and  possibly  grain 
elevators,  and  stock  pens. 

Cars  arriving  at  the  inbound  freight  house  are  un- 
loaded directly  into  the  house  from  the  tracks — usually  two 
— along  the  side.  The  house  is  usually  sixty  or  seventy 
feet  wide  and  on  the  side  opposite  the  railway  tracks  there 
is  a  driveway  for  the  teams  and  drays  used  by  the  con- 
signees hauling  away  their  freight.  Car  load  as  well  as  less 
than  car  load  freight  may  be  unloaded  into  the  inbound 
house ;  but  the  full  cars  loaded  with  commodities  that  can 
readily  be  unloaded  directly  from  the  cars  onto  the  wagons, 
are  placed  upon  the  **team  tracks,*'  which  are  merely  yard 
tracks  between  or  along  which  there  are  paved  driveways. 
Cars  may  also  be  placed  upon  **team  tracks''  for  loading 
some  kinds  of  freight.  In  an  important  station  where  much 
bulky  freight  is  handled,  there  will  be  a  relatively  large 
space  given  to  **  team  tracks."  These  tracks  are  near,  but 
not  alongside,  the  freight  house. 
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Freight  is  delivered  to  the  outbound  house  from  wagons 
along  one  side.  As  it  is  unloaded,  it  is  weighed,  and  the 
shipping  ticket  brought  by  the  drayman  is  checked  up  to 
ascertain  whether  the  packages  and  their  markings  have 
been  correctly  listed ;  the  weights  are  added  to  the  shipping 
list;  the  packages  are  so  marked  as  to  indicate  the  car  in 
which  they  are  to  be  placed,  and  are  then  turned  over  to  the 
truckers.  The  shipping  tickets  are  in  duplicate;  one  copy 
is  receipted  and  handed  back  to  the  driver  while  the  other 
copy  goes  to  the  billing  clerk  for  use  in  making  out  the 
bill  of  lading. 

The  outbound  house  is  usually  narrow,  thirty  to  fifty 
feet  wide;  and  there  are  often  as  many  as  eight  tracks 
placed  close  together  alongside  the  house.  The  cars  to  be 
loaded  are  placed  on  these  parallel  tracks  with  doors  oppo- 
site so  that  movable  platforms  may  be  laid  from  one  car 
floor  to  another  and  packages  may  be  trucked  through  as 
many  cars  as  may  be  placed  between  the  freight  house  and 
the  cars  upon  the  track  most  remote  from  the  house.  The 
length  of  the  outbound  freight  house,  and  the  number  of 
tracks  paralleling  it,  will  depend  upon  the  volume  of  busi- 
ness to  be  handled  and  the  distances  packages  can  be 
trucked  without  undue  labor  costs. 

The  inbound  and  outbound  freight  houses  may  be  lo- 
cated some  distance  from  each  other;  but  when  space  con- 
ditions permit,  they  are  advantageously  placed  opposite 
and  parallel  and  connected  at  one  end  by  the  offices  re- 
quired for  the  station  force.  The  best  location  for  the 
transfer  platform  is,  naturally,  between  the  inbound  and 
outbound-house  tracks.  Ordinarily  the  transfer  of  freight 
from  car  to  car  is  best  performed  at  transfer  houses  adja- 
cent to  the  freight  yard  and  not  at  the  terminal  freight  sta- 
tion; but  in  some  cities  it  is  found  necessary  to  combine 
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both  station  and  transfer  services  in  some  of  the  large 
stations. 

The  greatness  of  every  city  is  the  result  of  its  indus- 
trial activities.  The  fuels  and  material  required  by  the 
mills  and  factories,  and  the  manufactured  products  which 
they  create,  comprise  the  larger  share  of  the  tonnage  of 
traffic  handled  by  the  railroads  in  all  large  cities.  As  far 
as  practicable,  every  plant  is  connected  with  a  railway  by 
one  or  more  spur  tracks  over  which  cars  may  be  switched 
into  and  out  of  the  establishment.  These  industry  tracks 
enable  large  manufacturers  to  load  and  unload,  within  their 
own  premises,  most  of  the  goods  they  ship  and  receive,  and 
thus  they  make  relatively  little  use  of  the  railway  com- 
pany's freight  stations.  Small  manufacturers,  practically 
all  persons  and  companies  engaged  in  the  mercantile 
trade,  and  the  great  army  of  irregular  shippers  are 
those  who  make  most  demand  upon  the  services  of  freight 
stations. 

Facilities  for  the  transfer  of  traffic  from  railway  to 
water  craft,  or  from  boat  to  car  at  seaboard,  lake  front, 
or  river  bank,  form  an  important  part  of  the  terminal  ar- 
rangements that  must  be  provided  in  many  cities.  With  the 
growing  volume  of  water-borne  commerce,  the  increasing 
depth  of  channels  and  harbors,  and  the  constantly  enlarg- 
ing size  of  ships,  the  importance  and  the  expense  of  water 
terminals  become  greater.  The  present-day  ocean  or  lake 
freighter  requires  a  spacious  dock,  and  its  traffic  a  large 
pier.  Moreover,  it  has  become  necessary  to  provide  many 
kinds  of  piers,  covered  ones  for  general  merchandise,  others 
specially  equipped  for  handling  fruit  or  other  perishable 
commodities,  coal  piers,  ore  piers,  grain  elevators,  etc.  Not 
all  of  these  are  everywhere  supplied  by  the  railroads — al- 
though, in  the  United  States,  most  of  them  are — ^but,  how- 
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ever  provided,  they  constitute  an  integral  part  of  the  rail- 
way terminal. 

Water  terminal  facilities  in  different  cities  vary  with 
physical  conditions  and  traflSc  requirements.  In  New  York, 
broad  and  lengthy  piers  extend  into  river  and  bay,  while 
at  New  Orleans,  open  and  covered  wharves,  paralleling  the 
stream,  occupy  the  river  bank.  At  Oakland,  Cal.,  the 
railway  lines  must  be  extended  upon  causeways  well  into 
the  bay  in  order  to  place  the  water  terminals  where  there  is 
sufiBcient  depth  of  water  to  accommodate  shipping,  while  at 
the  Puget  Sound  ports  ships  may  anchor  or  dock  at  the 
very  shore  line  in  ample  depth  of  water. 

The  manner  in  which  these  dissimilar  harbor  fronts 
must  be  equipped  for  commerce  depends  upon  the  nature 
of  the  traffic  to  be  handled.  At  Galveston,  where  the  major 
share  of  the  commerce  is  outbound  and  consists  of  grain 
and  cotton,  elevators  for  handling  the  grain  and  ware- 
houses for  the  cotton  will  naturally  comprise  a  large  part 
of  the  water  terminal  facilities.  At  Pensacola,  export  lum- 
ber is  the  chief  traffic  and  requires  few  terminal  structures ; 
from  Tampa,  phosphate  rock  is  a  large  item  of  export; 
from  Norfolk  and  Newport  News,  grain  and  coal;  from 
Philadelphia,  coal,  petroleum,  grain,  and  general  commodi- 
ties; while  through  New  York  outbound  and  inbound  traf- 
fic of  nearly  every  kind  moves  in  large  volume.  The  facili- 
ties at  all  these  ports  correspond  to  traffic  needs.  The 
problem  of  the  railways  is  to  determine  what  water  termi- 
nals will  be  most  serviceable,  and  to  decide  where  they  had 
best  be  located  with  reference  both  to  the  harbor  and  to 
company's  lines  and  land  terminals.  Every  railway  will 
endeavor  to  coordinate  and  unify  all  its  freight  facilities — 
its  yards,  freight  stations,  and  water  terminals — at  every 
important  traffic  center.    The  enormity  of  this  task  at  a 
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place  like  Greater  New  York  has  been  indicated  in  the  pre- 
ceding  pages. 

The  foregoing  discussion  of  terminal  freight  services 
and  facilities,  while  necessarily  concerned  mainly  with  gen- 
eral problems  rather  than  with  details  of  operation,  indi- 
cates clearly  that  great  emphasis  is  being  laid  upon  termi- 
nal development,  and  that  in  many  cities  heavy  invest- 
ments of  capital  are  being  made  to  increase  facilities  and  to 
lessen  the  costs  at  terminals.  It  is  realized  by  all  railway 
managers  that  the  terminals  and  yards  rather  than  the  line 
fix  the  limit  of  possible  traffic  expansion.  What  is  now 
being  done  to  enlarge  or  reconstruct  terminals  at  the  main 
traffic  centers  is  more  probably  the  beginning  and  not  the 
end  of  what  is  to  be  accomplished. 
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CHAPTER  VI 

FREIGHT  SHIPPING  PAPERS 

Shipping  bill  and  receipt  for  freight — Bills  of  lading — straight, 
order,  special,  export,  grain,  and  government — Releases  and 
guarantees — Waybills — ^local,  interline,  card,  perishable  goods, 
livestock,  milk,  and  company  freight — Freight  bill  and  notice 
of  arrival — Over,  short,  and  bad-order  reports — ^Tracers — Claim 
blanks — References. 

In  connection  with  the  handling  of  freight  several  ship- 
ping papers  are  necessary.  Those  ordinarily  used  in  the 
actual  movement  of  freight  will  be  described  in  this  chapi- 
ter; those  of  a  purely  accounting  nature,  and  the  special 
papers  used  in  the  shipment  of  time  or  preference  freight, 
in  the  keeping  of  car  records,  and  in  the  computation  of 
per  diem,  mileage  charges,  and  demurrage,  are  elsewhere 
considered. 

SHIPPING  BILL  AND  RECEIPT  FOR  FREIGHT 

Some  railway  companies  require  shippers  upon  deliv- 
ery of  their  freight  to  present  a  *'  shipping  bill  '*  stat- 
ing the  name  of  the  shipper  and  consignee,  destination; 
and  description  of  the  articles.  After  having  checked  up 
the  shipping  bill  with  the  freight  itself,  the  local  agent  is- 
sues  a  receipt  for  freight  or  shipper's  receipt.  One,  and ' 
sometimes  two,  copies  are  given  to  the  shipper,  and  one  is 
retained  by  the  agent.  Firms  shipping  freight  often  prefer 
to  furnish  their  own  receipts  for  the  agent  to  sign,  and 
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in  that  way  avoid  tlie  need  for  a  separate  shipping  bill. 
When  no  shipping  bill  is  presented,  the  receipt  is  issued 
after  examination  of  the  goods  and  the  marks  upon  them. 
Many  railroads  have  wholly  dispensed  with  the  ** receipt," 
the  bill  of  lading  serving  therefor.  The  two  papers  are 
identical  except  that  the  shipper's  receipt  is  not  negotiable 
and  usually  does  not  contain  the  rate  of  charge. 

Bn.LS  OF  LADING 

The  shipper's  receipt,  wherever  issued,  may,  upon  re- 
quest of  the  shipper,  be  exchanged  for  a  bill  of  lading. 
This  is  issued  in  triplicate  form,  the  original  and  one  copy 
being  given  to  the  shipper,  the  other  being  retained  by 
the  Freight  Agent.  Large  firms  sometimes  keep  blank  bills 
of  lading  which  they  may  either  themselves  print  or  which 
they  may  obtain  from  the  railway.  They  fill  out  the  bills 
and  take  them  to  the  local  agent  for  his  signature,  and 
often  obtain  more  than  two  copies  from  the  agent.  The 
form  of  all  bills  of  lading  must  be  exactly  the  same 
whether  furnished  by  shippers  or  by  the  railway. 

Bills  of  lading  may  be  either  **  straight  "  or  **  order." 
A  straight  bill  of  lading  (Form  1)  is  not  negotiable  and  in 
it  the  freight  is  billed  direct  to  the  consignee.  It  contains 
a  statement  of  the  number  of  packages  shipped,  description 
of  the  articles,  their  weight,  rate,  or  class  and  rate,  charges 
due  and  advances  paid,  name  of  shipper  and  consignee, 
shipping  point,  destination,  route,  car  number  and  initials, 
and  signature  of  the  agent  and  shipper.  It,  moreover, 
contains  an  agreement  that  the  articles  are  accepted  and 
shipped  subject  to  certain  stipulated  conditions.  The  con- 
tract contained  in  the  uniform  bill  of  lading  which  was 
approved  by  the  Interstate  Commerce  Commission  and 
widely  adopted  in  1908,  contains  ten  sections,  the  leading 
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provisions  being  the  exemption  from  liability  for  loss  or 
damage  due  to  "the  act  of  God,  the  public  enemy,  quar- 
antine, the  authority  of  law,  or  the  act  or  default  of  the 
shipper  or  owner,  or  for  differences  in  weights  of  grain, 
seed,  or  other  commodities  caused  by  natural  shrinkage  or 
discrepancies  in  elevator  weights,''  fire  occurring  forty- 
eight  hours  after  notice  of  arrival,  strikes  and  riots,  and 
delays  ordered  by  the  owner  of  the  goods.  The  bill  of 
lading  is,  therefore,  a  receipt  and  also  a  contract  between 
shipper  and  carrier. 

All  copies  of  the  straight  bill  of  lading  are  printed  on 
white  paper,  and  may  be  made  out  in  the  name  of  either 
the  railway  or  a  fast  freight  line.  The  original  is  sent  to 
the  consignee  by  the  shipper,  one  copy  known  as  the 
** memorandum''  is  retained  by  the  shipper,  and  another, 
known  as  the  * 'shipping  order,"  is  filed  by  the  freight 
agent.  Upon  presentation  of  the  original  and  payment  of 
charges  due,  the  freight  is  delivered  to  the  consignee. 

The  order  bill  of  lading  (Form  2)  is  issued  whenever 
the  shipper  wishes  payment  for  his  goods  immediately,  or 
before  delivery  to  the  consignee.  The  contract  conditions 
and  the  items  specified  are  identical  with  those  of  the 
straight  bill,  but  the  freight  is  consigned  to  the  order  of 
the  shipper  instead  of  to  the  consignee,  and  with  the  stipu- 
lation that  the  freight  is  not  to  be  delivered  to  the  con- 
signee except  on  presentation  of  the  original  order  bill 
properly  indorsed.  The  original  is  printed  on  yellow  and 
the  memorandum  and  shipping  order  on  blue  pap^r  in 
order  to  avoid  the  possibility  of  fraud. 

The  original  order  bill  of  lading  is  a  negotiable  instru- 
ment, which  when  attached  to  a  draft  on  the  purchaser  of 
the  goods,  may,  when  properly  indorsed,  be  discounted  at 
the  shipper's  bank.     The  bank  then  sends  the  bill  and 
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draft  to  its  correspondent  in  the  city  to  which  the  goods 
are  billed.  This  bank,  after  collecting  the  amount  of  the 
draft  from  the  purchaser,  givos  to  him  the  original  order 
bill  indorsed  by  the  shipper,  and  this  enables  him  to  obtain 
his  goods  from  the  railway. 

In  addition  to  the  uniform  straight  and  order  bills  of 
lading,  there  are  various  other  forms  to  meet  particular 
needs.  A  special  bill  of  lading  is  issued  in  case  the  ship- 
per prefers  not  to  accept  the  limitations  of  the  uniform 
contract  but  wishes  to  be  guaranteed  against  all  risk  of  loss 
or  damage  from  whatever  cause.  Generally,  a  uniform 
bill,  either  straight  or  order,  is  stamped  in  the  proper  way 
by  the  local  agent.  In  return  for  the  insurance  denlanded, 
the  freight  rates  charged  in  Official  Classification  Territory 
are  increased  by  ten  per  cent,  although  in  some  sections 
the  increase  is  twenty  per  cent. 

A  uniform  export  bill  of  lading  (Form  3)  has  been 
widely  adopted.  It  is  an  elaborate  document  containing 
the  name  of  the  shipper  and  consignee,  shipping  point  and 
destination,  marks,  numbers,  description, .  weight  of  the 
articles  billed,  car  number  and  initials,  port  of  shipment 
and  receipt,  ocean  route,  freight  charges,  and  signatures  of 
the  shipper  and  freight  agent.  The  contract  provisions 
contain  thirty-two  sections  separately  stipulating  the  con- 
ditions under  which  the  freight  is  to  be  delivered  (1)  to 
the  port  of  shipment,  (2)  to  the  port  of  receipt,  and  (3) 
to  its  ultimate  destination.  Various  railways  have  not  ac- 
cepted the  standard  bill,  and  some  of  the  forms  used  con- 
tain limiting  provisions  which  are  even  more  detailed  and 
extensive,  while  others  are  relatively  simple. 

Many  lines  in  the  West  use  a  grain  bill  of  lading  for 
the  shipment  of  grain.  It  specifies  the  storage  of  the  grain 
in  case  of  delay  on  the  part  of  the  consignee  or  connecting 
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line,  demurrage  charges,  weight,  kind  of  grain,  initials  and 
number  of  the  car,  name  of  the  shipper,  consignee,  point  of 
shipment  and  destination,  and  signatures  of  the  shipper  and 
agent.    A  government  bill  of  lading  is  made  out  to  cover 
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Form  4 

government  shipments;  and  the  uniform  live-stock  contract, 
mentioned  below,  serves  as  a  bill  of  lading,  as  well  as  a 
release. 

RELEASES   AND  GUARANTEES 

Before  certain  kinds  of  freight  are  accepted  for  ship- 
ment it  is  customary  to  require  the  shipper  to  sign  a  re- 
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lease,  the  articles  subject  to  a  release  being  specified  in  the 
classifications.  If  the  shipper  refuses  to  sign  the  release, 
he  is  obliged  to  pay  higher  rates,  and  usually  the  charges 
must  be  prepaid.  Many  lines  in  the  West  require  the  sign- 
ing of  a  furniture  release  or  limited  contract  for  household 
goods  and  emigrant's  movables  which  limits  the  company's 
total  liability  to  five  dollars  per  100  pounds,  regardless  of 
whether  the  damage  is  or  is  not  due  to  negligence.  Some 
railways  further  require  a  guaranty  of  freight  charges 
by  the  shipper  and  limit  the  liability  to  the  actual  line 
on  which  the  damage  occurs,  but  the  OflScial  Classifica- 
tion requires  prepaid  charges  in  the  case  of  this  traffic  and 
avoids  the  need  of  a  guaranty.  Lines  in  the  East  and  South 
usually  have  no  special  form,  but  stamp  the  bills  of  lading 
or  shipper's  receipt  with  a  release  stamp,  which  limits  the 
liability  upon  the  articles  to  five  dollars  per  100  pounds. 

A  similar  release,  known  as  a  guaranty  for  perishable  or 
other  property  of  doubtful  value  (Form  4),  or  limited  lia- 
bility contract  for  the  transportation  of  perishable  property 
is  on  many  lines  executed  in  shipping  perishable  goods  such 
as  dressed  meats.  This  release  exempts  the  company  from 
liability  for  loss  or  damage  due  to  **  leakage,  decay,  loss, 
or  damage  from  the  eflfects  of  heat  or  cold,  or  from  any 
other  cause  whatsoever  not  the  result  of  collision  of  trains 
or  of  cars  being  thrown  from  the  track  while  in  transit," 
and  guarantees  the  payment  of  all  freight  charges. 

A  standard  or  uniform  live-stock  contract  (Form  5)  has 
been  widely  adopted,  the  provisions  of  which  specify  the  re- 
spective duties  of  the  shipper  and  carrier  of  the  live  stock, 
and  limit  the  carrier's  liability  to  sums  varying  from  five 
dollars  per  head,  in  the  case  of  sheep,  to  one  hundred  dol- 
lars each  for  horses,  with  a  maximum  of  $1,200  per  car 
load.    Unless  it  is  accepted  by  the  shipper  the  live-stock 
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GENERAL   RELEASE 
FREIGHT   DEPARTMENT 

Station,    191    

This  Agreement,  made  this  day,  between  the 

North  and  South  Railroad  Company, 

Party    of   the   First   Part,   for    itself  and   connecting 

lines  and   

Party  op  the  Second  Part, 

witnesseth:  For  and  in  consideration  of  the  price,  viz: 
Released  Tariff  Rates,  subject  to  the  different  classifica- 
tions now  in  use,  or  which  may  come  in  use,  during  the 
existence  of  this  contract,  at  which  the  company  agree 

to  transport 

by  its  lines  from  any  Station  on  the  lines  of  the 


North  and  South  Railroad  Company,  or  to  any  Station 
on  the  lines  of  any  Railroad  Company  with  which  the 
road  of  the  said  first  part  connects,  it  is  hereby  mutually 
agreed  that  the  said  companies  shall  not  be  liable  for  any 
damage  said  property  may  sustain  from  breakage,  or  from 
being  damaged  by  fire,  or  Water,  or  any  other  cause  what- 
ever— Except  such  as  may  result  from  collision  of  trains, 
or  cars  being  thrown  from  the  track,  and  that  no  action 
for  any  damages  shall  be  prosecuted,  except  against  the 
company  upon  whose  road  the  same  shall  have  occurred. 

This  contract  is  to  extend  to  all 

or  articles  coming  under  the  heads  which  are  specified  at* 
released  rates  in  the  classifications  governing  shipments 
between  the  points  concerned,  shipped  by  or  to  party  of 

the  second  part  up  to 191        and  with 

this  provision,  that  either  party  may,  at  pleasure,  annul 
this  contract,  by  giving  ten  days'  written  notice  of  inten- 
tion to  do  so. 

North  and  South  Railroad  Company 

By 


FoBM  6. — Cabbdbb's  release  from  Liability  for  Perishable 

Goods. 
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rates  are  increased  by  twenty  per  cent.  The  contract, 
moreover,  serves  as  the  bill  of  lading,  the  coupon  attached 
to  it  being  the  agent's  memorandum. 

On  the  back  of  the  live-stock  contract  is  a  release  for 
man  or  men  in  charge,  by  which  the  caretaker  agrees  to 
release  the  railway  from  all  liability  on  account  of  any 
personal  injuries  regardless  of  cause.  Throughout  the 
West,  moreover,  the  live-stock  contract  is  not  .  issued 
until  the  government  inspector  has  issued  a  government 
inspection  certificate,  showing  all  brands  or  other  marks 
of  identification,  and,  in  the  case  of  sheep,  the  absence  of 
disease. 

Articles  for  which  the  carrier  has  no  special  form,  but 
which  in  the  classification  are  subject  to  a  release,  are,  in 
the  West,  usually  covered  by  a  general  release  (Form  6). 
This,  in  the  case  of  many  companies,  exempts  the  carrier 
from  all  liability  for  damages  **  except  such  as  may  result 
from  the  collision  of  trains  or  cars  being  thrown  from  the 
track,"  and  specifies  that  actions  for  damages  shall  be 
directed  against  the  line  on  which  they  actually  occurred. 
In  **  official  *'  territory  the  general  release,  as  applicable 
to  articles  such  as  ore,  zinc,  raw  silk,  plates,  stone  blocks 
and  slabs,  watches,  slate  and  various  others  specified  in 
the  classification,  is  stamped  upon  the  original  bill  of  lading 
and  the  shipping  order,  and  limits  the  company's  liability 
to  a  fixed  sum.  A  similar  stamp  is  used  throughout  the 
South.  Shippers  regularly  forwarding  articles  subject  to 
release  frequently  sign  an  annual  release,  limiting  the  rail- 
way's liability  and  guaranteeing  the  payment  of  freight 
charges.  Limited  liability  contracts  are  unlawful  in  Texas 
and  Nebraska,  and  their  validity  in  cases  of  negligence  is 
a  matter  of  divided  opinion.  The  consensus  of  legal  of)in- 
ion,  however,  is  that  in  the  absence  of  statute  a  special  con- 
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tract  limiting  the  value  of  freight  in  return  for  lower  rates 
is  lawful  and  valid  nnleas  gross  negligence  can  be  shown. 

WATBOXS 

The  railway  keeps  account  of  all  shipments  made  by 
means  of  waybills,  of  which  there  are  several  forms.  The 
local  uraybiU,  used  for  freight  not  leading  the  company's 
lines,  contains  a  nomber  and  date,  initials  and  numlier  of 
the  ear,  name  of  the  shipper  and  coasicrntn?.  destination, 
point  of  shipment,  marks  and  description  of  artiel<*s.  w<'ight, 
tariff  or  class,  rate,  eharg(*s,  advances  and  amounts  pre- 
paid and  the  Ajr^nt'ssitmature.  The  waybills  used  by  some 
lines  also  contain  instructions  as  to  the  length  and  capacity 
of  the  car,  and  list  of  places  at  which  it  shall  Im*  stopped 
and  weighed.  There  are  spac<*s  upon  the  back  of  such 
waybills  for  notations  by  the  Train  Conductor.  The  orig- 
inal waybill  either  accompanies  the  freight  or  is  forwardt'd 
to  destination  by  mail,  and  if  sent  by  mail,  a  card  waybill, 
df«crib«*d  below,  is  given  to  thf»  Conductor.  One  copy  of 
the  waybill  is  sent  to  the  Auditor  of  Freight  Receipts  and 
another  is  filed  in  the  office  of  the  Forwarding  Ag<»nt. 

Interline  waybilU  (Form  7)  differ  from  local  waybills 
chiefly  in  that  they  route  a  shipment  over  specified  linens 
of  the  company  receiving  the  freight  to  some  point  on 
another  (a  **  foreign  "j  railway.  A  copy  of  the  interline 
waybill  is  sent  to  each  of  the  railways  concerned  in  the 
shipment  and  to  any  freight  association  of  which  the  car- 
rier is  a  memlxtr,  as  well  as  to  the  Auditor  of  Freight  Re- 
ceipts. On  some  roads  the  interline  waybill,  in  additiim  to 
the  usual  specifications,  contains  a  series  number  indicating 
the  junction  point  at  which  the  freight  is  to  be  turned 
over  to  the  foreign  line;  spaces  in  which  the  agents  at  all 
junction  points  are  to  stamp  the  name's  of  their  stations 
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and  dates  of  receipt  and  forwarding;  aLso  spaces  for  the 
stamp  of  the  Agent  at  destination  and  the  signature  of  the 
last  conductor  in  charge.  Much  freight  is  not  sent  on  inter- 
line waybills,  but  is  rebilled  at  junction  points. 

When  the  quarter-,  half-,  or  whole-sheet  waybills  are 
not  sent  with  the  freight  car,  but  are  later  made  out  and 
forwarded  by  mail,  the  Conductor,  as  stated  above,  receives 
a  card  waybill  (Form  8)  or  **  slip  bill."  The  usual  card 
waybill  contains  car  initials  and  number,  destination,  route, 
nature  of  articles,  weight,  name  of  consignee  and  agent, 
date  and  stipulation  as  to  transferring  goods  from  one 
car  to  another.  Usually  there  is  a  special  card  waybill  for 
car  load  shipments,  and  another  for  freight  charged  at  less 
than  car  load  rates.  Some,  moreover,  are  made  out  in  the 
name  of  the  railway  and  others  in  that  of  a  fast  freight 
line.  Special  card  waybills  are  used  to  ship  various  special 
commodities.  Thus  there  is  a  bituminous  coal  card  waybill, 
containing  weight  and  marked  capacity  of  the  car,  initials 
and  number  of  the  car,  shipping  point  and  destination, 
name  of  shipper  and  consignee,  and  space  for  the  stamp 
of  the  Billing  Agent.  An  empty  car  slip  (Form  9)  is  used 
for  billing  empty  cars,  and  a  ''  mem  ''  bill  is  made  out  in 
shipping  company  freight,  in  case  the  Agent  has  not  had 
time  to  prepare  a  regular  waybill. 

Aside  from  the  regular  local  and  interline  waybills, 
there  are  various  others  used  in  billing  special  commodities. 
Many  railways  have  a  perishable  goods  waybill,  differing 
from  the  ordinary  bill  in  color  and  containing  stipula- 
tions as  to  refrigeration  and  other  special  services  ren- 
dered. Frequently,  in  the  West,  there  is  also  a  waybill  for 
live  stock,  which  in  addition  to  the  usual  stipulations  states 
the  kinds  and  numbers  of  animals,  time  of  loading,  place 
of  feeding,  and  has  an  attached  coupon  containing  inf ormar 
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tioB  for  the  use  of  the  stockyard  manager.  Waybills  of  dis- 
tinctive color  are  frequently  used  in  billing  coal  shipments. 

A  special  milk  waybill  is  sometimes  used  in  shipping 
milk  on  passenger  trains.  Instead  of  the  usual  car  number, 
it  specifies  the  train  number  and  the  number  of  cans 
shipped.  After  being  made  out  by  the  Forwarding  Agent, 
it  is  delivered  to  the  train  baggage  man  who,  after  check- 
ing it,  signs  and  delivers  it  to  the  freight  agent  at  destina- 
tion. The  consignee  signs  it  before  the  milk  is  delivered 
to  him. 

In  billing  company  freight  a  waybiU  for  company 
freight  is  used.  It  differs  from  the  commercial  waybiU  in 
that  instead  of  the  usual  columns  for  charges,  advances, 
and  sums  prepaid,  it  contains  spaces  for  the  date  of  de- 
livery to  the  consignee  and  for  his  signature.  It  is  not 
copied  or  numbered  consecutively  with  the  waybills  for 
commercial  freight.  Some  lines,  such  as  the  Pennsylvania 
Railroad,  have  arrangements  for  shipping  company  freight 
on  regular  commercial  waybills. 

In  case  errors  are  discovered,  a  correction  blank  is  filled 
out  by  the  Forwarding  Agent  and  sent  to  the  Receiving 
Agent  and  Auditor.  It  contains  reference  to  the  original 
waybill  with  the  request  that  the  original  be  changed  as 
specified.  The  same  blank  is  used  for  errors  discovered  by 
the  receiving  agent. 

FREIGHT   BHjL  AND   NOTICB   OF  ARRIVAL 

Upon  arrival  of  freight  at  its  destination  the  Agent 
makes  out  a  freight  or  expense  bill  (Form  10)  in  dupli- 
cate. It  contains  a  record  of  the  waybill,  describes  the 
goods  that  have  arrived,  and  states  the  total  amount  to 
be  coUected.  Upon  payment  of  the  charges  it  is  signed 
by  the  Agent  and  given  to  the  consignee.    The  duplicate 
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eopy  is  torn  off  and  sent  to  the  consignee  as  a  notice  of 
arrival  (Form  11).  It  contains  exactly  the  same  items 
as  the  freight  bill,  and  upon  delivery  of  the  freight  it  is 
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signed  by  the  consignee  and  handed  to  the  freight  agent 
for  his  ofiSce  files.  An  improvement  and  recent  variation 
from  this  practice  is  the  triplicate  expense  bill  of  the  Penn- 
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taylvania  Railroad.    Part  one.  (Form  12)  is  the  notice  of 
arrival;  part  two  (Form  13)   is  a  delivery  receipt  to  be 


TMntr  «  Mtamai  bshmub  C9mur      smuhl  mtiu 


»fw^m4m% 


»ftt» 


tf^tm 


nru 


.IV 


^  ^— 


%mtmm^i 


,immm% 


.%t^mmm.%.i> 


FOBM   12. 


otunar  Mtct/n 


ieCifytMnu 


hm  IVest  Jeney  St>  Seashore  R.  R.  Co.,  i>f^ 


.Ctf»$i. 


•  •<  fMt»t**-  ^f''*"  ■<■'  'tarAt 


Appftr 


nrtL 


-       .       «■* 


tf««»  tfMltvj.. 


.nt. 


FOBH  13. 

120 


FREIGHT    SHIPPING    PAPERS 

.  sj^ed  by  the  coo3igoee  upon  delivery  of  the  freight  to 
him;  and  part  three  (Form  14)  ia  the  freight  bill.  The 
three  forms  are  filled  in  at  one  writing.  The  practice  as 
to  prepaid  freight  varies,  some  liDes  merely  stamping  the 


FORH  14. 

word  "  paid  "  in  the  column  of  total  charges,  while  others 
have  a  separate  prepaid  freight  bill  which  differs  from 
the  collect  freight  bill  in  color  and  is  made  out  to  the 
shipper  instead  of  to  the  consignee. 

In  case  the  consignee  loees  the  original  bill  and  wishes 
another,  some  lines  will  issue  one,  but  stamp  it  "  copy," 
and  stipulate  that  it  is  not  to  he  used  in  making  claims 
for  overchai^ea.  Others  issue  a  statement  of  billing,  which 
contains  all  the  expense  items  of  the  original  freight  bill, 
but  is  not  signed  by  the  agent. 

On  some  lines  it  is  customary  to  send  out  mailing  cards 
to  consignees  at  certain  points.  The  cards  are  mailed 
immediately  upon  the  arrival  of  the  freight,  and  inform 
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the  consignee  that  certain  articles  from  a  given  place  with' 
certain  charges  due  have  arrived,  and  that  demurrage  will 
be  collected  unless  the  goods  are  removed  within  a  speci- 
fied number  of  hours. 

OVEB,  SHORT,  AND  BAD-ORDEB  REPORTS 

If,  upon  the  arrival  of  the  freight,  the  Receiving  Agent 
finds  that  the  car  contains  more  articles  than  are  listed 
in  the  waybill,  he  makes  out  an  over  report.  This  con- 
tains a  record  of  the  waybill,  name  of  shipper  and  con- 
signee, destination,  train  number.  Conductor's  name,  seal 
record,  statement  of  articles  billed  and  articles  received, 
and  two  series  of  questions  to  be  answered  respectively  by 
the  Billing  and  Receiving  Agent.  On  some  lines  one  copy 
of  this  report  is  sent  to  the  Billing  Agent,  who  answers  the 
required  questions  and  returns  it.  Another  copy  is  sent  to 
the  Freight  Claim  Agent,  and  when  the  excess  articles  are 
accounted  for  or  disposed  of,  the  Receiving  Agent  advises 
him  on  special  over  accounted  for  blank.  Other  companies 
require  the  over  report  to  be  sent  to  the  Billing  Agent,  who 
returns  it  with  answered  questions.  If  the  over  freight  is 
accounted  for,  the  report  is  filled  by  the  Receiving  Agent, 
and  if  not,  the  report  is  sent  to  the  Freight  Claim  Agent. 

In  case  the  receiving  agent  finds  less  freight  in  the  car 
than  is  billed,  he  uses  a  similar  paper  known  as  a  short 
report,  which  is,  on  some  lines,  sent  to  the  Forwarding 
Agent,  who  returns  it  with  the  questions  answered.  A 
copy  is  also  sent  to  the  Freight  Claim  Agent;  and,  if  the 
short  freight  is  accounted  for,  the  Receiving  Agent  later 
sends  to  him  an  adjustment  of  freight  short  report.  On 
other  roads  a  report  is  sent  to  the  freight  claim  agent  only 
in  case  the  error  is  not  accounted  for. 

All  damaged  freight  is  reported  to  the  Forwarding  Agent 
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on  a  bad  order  or  damaged  report  (Form  15).  The  use 
of  this  likewise  varies,  some  lines  requiring  a  copy  to  be  sent 
to  the  Freight  Claim  Agent  immediately,  while  on  others 
it  is  sent  to  the  Claim  Agent  only  in  case  the  consignee  does 
not  accept  the  freight  or  files  a  claim  for  damage. 

A  refused  or  unclaimed  report  is  sent  to  the  Freight 
Claim  Agent  in  case  of  refused  or  unclaimed  freight.  A 
coupon  is  retained  by  the  Receiving  Agent  until  final  dis- 
position of  the  articles,  when  it  is  also  mailed  to  him  and 
entered  on  the  records. 

TRACERS 

When  it  becomes  impossible  to  locate  short  freight  or  to 
fix  the  responsibility  for  damaged  freight  in  the  ordinary 
way,  a  tracer  (Form  16)  is  started.  It  is  sent  by  the  Receiv- 
ing Agent  to  junction  points  and  stations  through  which 
freight  ordinarily  moves,  or  to  Train.  Conductor,  and  re- 
quires the  agents  or  conductors  to  supply  from  their  records 
all  information  relating  to  the  shipment  in  question.  An- 
other form  of  tracer  is  sent  out  by  the  Forwarding  Agent  to 
trace  delayed  freight.  The  tracer  is  finally  returned  to  him, 
and,  if  the  freight  is  shown  to  be  lost,  the  tracer  is  sent 
to  the  Freight  Claim  Agent. 

CLAIM   BLANKS 

In  case  of  loss,  damage  or  overcharge,  of  any  kind,  the 
owner  of  the  freight  may  make  a  claim  for  damages  or  for 
refund.  Such  a  claim  is  sent  to  the  Freight  Claim  Agent  by 
the  local  agent  on  a  claim  blank  provided  for  the  purpose. 
It  states  the  name  of  the  claimant  and  his  address,  kind 
of  freight  shipped  and  the  exact  amount  claimed.  It  is 
ordinarily  accompanied  by  the  original  freight  bill,  an 
invoice  showing  cost  of  the  articles,  if  such  has  been  made, 
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the  bill  of  lading,  a  copy  of  short  or  bad-order  reports, 
and  an  itemized  bill  of  the  claimant.  In  case  of  refusal 
to  allow  the  original  invoice  to  be  sent,  the  agent  examines 
it  and  if  correct  certifies  to  that  effect.  The  Freight  Claim 
Agent,  after  examining  all  records,  makes  an  adjustment 
with  the  claimant. 

In  order  to  make  the  foregoing  description  of  freight 
papers  more  concrete,  the  student  should  secure  a  set  of 
blank  papers  from  the  agent  of  his  nearest  freight  station. 
Such  forms  as  are  not  to  be  found  in  a  local  freight  sta- 
tion can  doubtless  be  secured  by  application  to  the  office 
of  the  Division  or  General  Freight  Agent. 
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CHAPTER   VII 
ACCOUNTING  OF  FREIGHT  REVENUE 

Freight  accounting  departments,  scope  of  present  study — Freight 
papers  and  accounts  kept  by  local  Station  Agent — Accounting 
work  of  the  general  office — Accounting  for  money  handled-  by 
agents — Work  done  by  the  Traveling  Auditor  and  Accountant — 
Present  status  of  freight  auditing — The  Hollerith  machine — 
References. 

Knowledge  of  the  receipts  and  disbursements  connected 
with  the  freight  and  other  services  and  of  the  conduct  of 
each  part  of  the  activities  of  a  great  railroad  can  be  secured 
only  by  most  systematic  records  and  accounts.  The  work 
of  the  accounting  department  is  ordinarily  subdivided 
among  four  officers,  headed  respectively  by  a  Comptroller  or 
General  Auditor,  an  Auditor  of  Freight  Receipts,  an  Audi- 
tor of  Passenger  Receipts,  and  an  Auditor  of  Disbursements. 
Individual  lines,  because  of  the  magnitude  of  their  business, 
the  importance  of  some  special  commodity  or  the  existence 
of  some  peculiar  traffic  agency,  may  also  have  an  Auditor 
of  Miscellaneous  Receipts  and  Accounts,  an  Auditor  of  Coal 
Freight  Receipts,  or  an  Auditor  of  a  fast  freight  line.. 

If  this  were  a  volume  upon  railway  accounting  it  would 
be  necessary  to  analyze  the  work  of  each  of  these  auditors 
in  detail;  but  in  studying  traffic  and  rates  attention  may 
be  devoted  chiefly  to  a  description  of  the  methods  by  which 
the  freight  and  passenger  services  are  checked  up  and  the 
revenues  are  accounted  for.  It  is  essential  that  the  student 
10  129 


THE   FREIGHT   SERVICE 

of  freight  traffic  should  understand  the  work  of  tlie  audit- 
ors of  freight  receipts,  coal  receipts,  and  other  special 
revenue,  and  also  of  those  portions  of  the  work  of  the 
Comptroller  and  the  Auditor  of  Miscellaneous  Receipts  and 
Accounts  which  directly  concern  the  accounts  of  freight 
revenues.  Likewise,  that  part  of  the  work  of  the  Treas- 
urer's department  which  has  to  do  with  the  handling  of 
money  collected  from  shippers,  consignees,  and  passengers 
should  be  understood.  The  auditing  of  expenditures,  the 
work  of  the  Auditor  of  Disbursements,  is  no  less  important 
than  that  of  accounting  for  revenues,  but  it  may  be  omitted 
from  a  study  of  traffic  and  rates.  The  auditing  of  pas- 
senger receipts  is  discussed  in  another  chapter  (XXYIII). 
For  purposes  of  convenience  the  discussion  of  the  ac- 
counting of  freight  revenue  may  be  divided  into  (1)  the 
work  of  the  local  agent,  (2)  the  work  of  the  general  office, 
(3)  the  handling  of  money,  and  (4)  the  Traveling  Auditor. 

• 

I.      THE  WORK   OP  THE  STATION  FREIGHT  AGENT 

Among  the  many  duties  of  the  Station  Freight  Agent  are 
those  of  keeping  station  records  and  sending  waybills  and 
reports  to  the  Auditor  of  Freight  Receipts.  His  essential 
records  are  the  book  or  files  of  freight  forwarded^  the 
book  or  files  of  freight  received,  and  the  c<ish  book.  In 
the  first  of  the  three  books  he  enters  the  details  of  waybills 
forwarded;  in  the  second  of  waybills  received;  and  in  the 
third  he  keeps  a  strict  account  of  all  money  collected  and 
remitted  to  the  Treasurer,  or  deposited  in  the  banks  with 
which  the  railway  company  keeps  accounts. 

The  primary  document  in  the  auditing  of  freight  re- 
ceipts is  the  waybill  which  either  accompanies  the  shipment, 
or  is  forwarded  by  mail  to  the  Receiving  Agent.  After 
goods  arrive  at  destination  the  agent  checks  the  waybill 
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with  the  freight  received  and  sends  the  waybill  with  all 
notations  made  upon  it  by  Conductor  or  Junction  Agent  to 
the  Auditor  of  Freight  Receipts.  It  is  the  Receiving  Agent 
who  in  accounting  is,  on  many  roads,  held  responsible  for 
correct  charges.  It  is  he  who  usually  collects  the  charges ; 
he  has  ample  time  to  compute  them  correctly,  and  he  sends 
the  corrected  waybill  to  the  Auditor.  Some  lines  now  hold 
the  Forwarding  Agent  responsible,  in  which  case  he  and 
not  the  Receiving  Agent  sends  the  waybill  to  the  Auditor. 
Interline  waybills  accompany  the  freight  to  its  destina- 
tion on  a  foreign  line,  and  thus  afford  an  auditing  record 
only  for  siich  line.  For  this  reason,  the  Forwarding  Agent, 
on  some  lines  but  not  on  all,  is  required  to  send  a  copy  of 
the  waybill  to  the  Auditor  of  Freight  Receipts  of  his  com- 
pany and  usually  to  auditors  of  all  intermediate  lines  of 
the  through  route;  and  it  is  a  common  practice  for  the 
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receiving  line  to  send  copies  upon  receipt  of  the  original 
at  destination. 

Each  local  agent,  in  addition,  sends  to  the  Auditor  of 
Freight  Receipts  reports  or  **  abstracts  *'  of  all  waybills 
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forwarded  and  received.  They  are  required  to  be  sent 
daily,  weekly,  or  moDthly,  the  requirements  varying  on 
different  lines.  Most  companies  prefer  the  plan  of  daily 
reports.  Each  day  the  agent  of  the  Pennsylvania  Rail- 
road sends  in  a  daily  report  of  local  merchandise  freight 
waybills  received  (Form  1),  stating  the  number  and  date 
of  each  waybill  received,  the  weight  of  the  freight,  freight 
charges,  advances,  and  amounts  prepaid.  A  similar  daily 
report  of  merchandise  freight  waybills  made  (Form  2) 
is  sent  by  each  agent.  This  affords  a  treble  check  upon  the 
agents,  since  each  waybill  ia  reported  twice  and  the  waybill 
itself  is  sent  to  the  Auditor. 

Separate  daily  reporta  are  also  made  of  interline  way- 
bills received  (Form  3),  which,  in  addition  to  the  items 
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stated  in  the  local  abstracts,  indicate  the  through  route  and 
junction  point.  Interline  waybills  made  may  be  separately 
reported,  or  a  single  report  may  include  all  waybills  made. 
Each  day,  likewise,  the  agent  makes  a  daily  cash  report  or 
exhibit  (Forms  4  and  5)  to  the  Treasurer  or  Cashier  and  to 
the  Auditor.  The  Treasurer's  copy  shows  the  agent's  daily 
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debits  and  credits,  while  the  Auditor's  copy. states  the  daily 
remittances  made  to  the  Treasurer  or  Cashier. 

In  addition  to  these  daily  reports,  the  agents  are  re- 
quired to  render  monthly  reports  (Form  6).  These  may 
be  made  out  either  on  the  **  received  "  or  **  forwarded  " 
basis.  On  the  **  received  *'  basis,  **  the  agents  close  their 
abstracts  of  freight  received  with  the  waybills  received  on 
the  last  day  of  each  month,  and  render  their  monthly 
freight  reports  and  balance  sheets  forthwith."  In  case  of 
the  **  forwarded  *'  basis,  they  hold  open  their  reports  for 
a  number  of  days  after  the  close  of  the  month,  so 
that  all  freight  shipped  to  that  station  and  waybills  issued 
during  the  previous  month  may  be  included. 

The  monthly  report  is  a  statement  of  the  business  of 
the  period,  but  differs  widely  on  various  lines.  On  the 
Pennsylvania  Railroad  it  is  a  summary  of  the  totals  of  the 
daily  abstracts  and  of  the  daily  remittances  to  the  Treas- 
,  urer.  For  each  day  on  separate  sides  of  the  report  it 
shows  the  freight  charges,  amounts  prepaid  and  advances 
on  freight  received  and  freight  forwarded.  All  these  items 
are  totaled  for  the  month  as  a  whole.  It  contains  also  a 
duplicate  space  for  corrections  made  by  the  Auditor.  The 
Pennsylvania  Railroad  requires  separate  monthly  reports 
on  local  and  interline  business. 

Many  companies  require  the  Auditor  to  make  a  weekly 
estimate  of  freight  earnings;  and,  when  this  is  required, 
the  Freight  Agent  is  obliged  to  make  a  weekly  freight  earn- 
ings  report  (Form  7). 

Some  companies  have  detailed  monthly  reports  of  way- 
bills received  and  forwarded,  and  a  monthly  report  or 
schedule  of  iincollected  bills  (Form  8).  All  such  uncol- 
lected items  appearing  for  two  successive  montlis  are  cov- 
ered by  the  agent's  application  for  relief  of  uncollected 
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charges  (Form  9).     The  Auditor,  upon  receipt  of  it,  re- 
lieves the  agent  of  the  account  or  sees  that  he  is  recharged 
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with  it.    Some  lines  also  require  a  station  agent's  monthly 
ialance  sheet  (Form  10),  and  a  special  monthly  report  of 
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miscellanrous  freight  charges  and  credits  (Form  11).  Some 
lines  require  a  weekly  balance  sheet. 

The  local  agent  is  also  frequently  required  to  make  ex- 
tensive statistical  reports  to  the  freight  traffic  department, 
such  as  a  weekly  commodity  and  tonnage  report  showing 
the  tonnage  of  various  commodities  forwarded  and  re- 
ceived; monthly  report  of  live  stock,  grain,  lumber,  and 


FoRu  10. 

coal ;  monthly  report  of  car-load  freight ;  and  daily  inter- 
change  tonnage  report.  These  reports,  however,  convey 
statistical  information  to  the  traffic  department  and  are 
not  made  for  accounting  purposes.  There  is  a  wide  differ- 
ence of  opinion  as  to  how  much  statistical  work  the  local 
agent  should  be  required  to  do. 
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Aaditor  of  51i«collaneou»  Receipts,  Auditor  of  Coal   Rp- 
seipts,  etc.,  it  will  be  best  to  Rimplify  the  present  discuasioa 
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by  assuming  that  the  office  work  of  accounting  of  freight 
receipts  all  comes  under  the  Auditor  of  Freight  Receipts. 
The  principles  of  auditing  are  the  same  whether  there  is 
a  single  office  for  all,  or  separate  offices  for  freight  revenue 
from  different  sources. 

There  are  various  distinct  duties  performed  by  the  office 
of  the  Auditor  of  Freight  Receipts : 

The  first  is  that  of  revising  the  waybills  sent  by  the 
local  agents.    The  waybills  are  checked  against  the  freight 
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Form  12. 


classifications  and  tariffs  to  detect  errors  in  the  rate 
charged.  Freight  charges,  advances,  and  amounts  prepaid 
are  revised,  and  the  Receiving  Agent  each  day  is  notified 
on  a  correction  blank  (Form  12)  as  to  any  errors.  Errors 
in  amounts  prepaid  and  advanced  are  likewise  reported 
to  the  Forwarding  Agent.  Each  month  the  total  changes 
U  145 


THE    FREIGHT    SERVICE 

are  covered  by  a  discrepancy  letter   (Forni  13)   showing 
the  changes  according  to  the  daily  report. 

A  second  group  of  clerks  check  and  balance  the  daily, 
weekly,  or  monthly  reports  made  by  the  local  agents.  The 
reports  of   freight   forwarded   and   received   are   checked 


Form  13. 

against  each  other,  all  errors  are  corrected  and  the  columns 
are  refooted.  A  corrected  summary  of  waybills  made  is 
then  recorded  in  the  record  of  freight  transactions  book 
(Form  14),  and  this  is  checked  against  the  daily  waybills 
received  reports.  Form  14  is  the  upper  part  of  a  page 
from  the  freight  transactions  book  of  the  Pennsylvania 
Railroad.  This  furnishes  a  complete  record  of  all  ship- 
ments, accounted  for  and  not  accounted  for.  T*""  Auditor 
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of  a  large  company  has  hundreds  of  these  books  because 
at  least  one  page  is  given  over  to  each  pair  of  stations ;  and 
separate  books  are  usually  kept  for  local,  interdivisional, 
and  interline  freight.  The  stations  are  grouped  by  dis- 
tricts so  that  scores  of  small  points  are  entered  with  the 
larger  station  which  they  surround,  and  the  number 
of  books  is  in  this  way  reduced.  At  the  end  of  each 
month  each  page  is  footed  and  a  total  obtained  which 
shows  the  aggregate  monthly  shipments  between  the  two 
stations. 

At  the  end  of  each  month  or  shortly  thereafter,  depend- 
ing upon  whether  the  received  or  forwarded  basis  above  de- 
fined is  adhered  to,  the  Auditor  of  Freight  Receipts  obtains 
the  agents'  monthly  reports.  These  are  carefully  revised, 
all  corrections  entered  upon  the  duplicate  blank  provided, 
and  the  agents  notified.  All  remittances  acknowledged  by 
the  Treasurer  arc  compared  with  the  amounts  claimed  by 
the  agents.  Differences  are  checked  up  with  the  daily 
reports  and  the  agents  are  notified  in  the  monthly  audit 
letter.  A  condensed  statement  of  aggregate  amounts  to 
be  collected,  the  aggregate  advances  and  amounts  prepaid 
at  each  station,  is,  moreover,  computed  by  the  auditor  and 
compared  with  the  reported  totals  and  all  differences  ad- 
justed. The  results,  as  shown  by  the  daily  and  monthly 
agents'  reports,  are  then  condensed  on  recapitidation  sheets 
or  in  a  recapitulation  book. 

Before  making  complete  entry  in  the  general  books, 
interline  freight  settlements  are  necessary.  The  columns 
of  the  various  books  containing  the  interline  record  of 
freight  transactions  are  posted  each  month.  The  totals  are 
entered  on  special  apportionment  sheets  (Form  15)  which 
show  the  agreed  basis  for  settlement.  The  basis  of  settle- 
ment is  arranged  b)r  the  freight  traffic  department  in  the 
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form  of  agreed  proportions  which  usually,  though  not 
always,  are  computed  according  to  actual  or  conatructive 
mileag'e.    Each  foreign  line  is  then  credited  with  the  pro- 


portion of  freight  charges  and  any  advances  and  amounts 
prepaid  on  forwarded  freight,  and  debited  with  all  chaises 
to  be  collected,  advances,  and  amounts  prepaid  on  freight 
received.     The  difference  indicates  the  amount  due  to  or 
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Form  17. 

by  each  foreign  line.     An  interline  freight  account  state- 
ment (Form  16),  together  with  an  abstract  of  the  waybiUs 
included  in  the  interline  account  (Form  17),  is  sent  to  each 
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foreign  line.  Frequently  it  is  also  necessary  to  make  set- 
tlements between  grand  divisions  or  constituent  lines  of  a 
railway  so  that  eat^b  corporation  may  obtain  its  portion  of 
the  freight  revenue,  and  separate  apportionment  sheets  are 
used  for  this  purpose. 

The    proper    entries    of    the    monthly    earnings    may 
now   be   made   in   the   general   journal.     Freight    agents 
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Form  18. 

are  debited  with  the  earnings,  and  freight  earnings  are 

credited  with   an  e<|ual  sum.     Freight  earnings  are  also 

divided  so  as  to  show  the  amount  credited  and  debited 
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to  each  foreign  and  constituent  line.  Some  lines  still 
have  a  freight  accounts  ledger  in  which  to  post  the 
final  entries,  but  usually  this  extra  book  is  dispensed 
with. 

An  additional  group  of  clerks  in  the  Auditor  of  Freight 
Traffic's  office  is  required  for  statistical  as  distinct  from 
purely  accounting  work.  On  special  statistical  sheets  or  in 
books  they  compile  the  number  of  pounds  moving  east  and 
west,  the  total  pounds  moving  one  mile  east  and  west,  and 
the  total  revenue  from  traffic  moving  east  and  west.  On 
still  other  statistical  sheets  they  compute  the  tons,  ton  miles 
and  revenues  for  each  division  of  the  railroad.  And  finally 
a  comparative  statement  of  through  an  I  local  traffic  in 
terms  of  tons,  ton  miles  and  revenues  is  prepared,  and 
entered  on  appropriate  sheets  (Form  18).  To  satisfy  the 
needs  of  the  State  Railroad  Commissions,  the  statistical 
force  also  apportions  the  earnings  by  states.  The  require- 
ments as  to  statistical  data  are  not  identical  on  the  various 
railroads. 

From  the  general  journal  and  statistical  records,  reports 
are  then  made  to  the  Comptroller  or  General  Auditor,  and 
entries  are  made  by  him  in  the  general  accounting  books  of 
the  company.  Revenues  are  entered  in  a  statement  of  rev- 
enue and  expenses  record,  of  which  there  are  usually  two 
sets,  one  for  the  grand  divisions  and  another  for  the  small 
subdivisions  of  the  line.  The  report  of  expenses  submitted 
by  the  Auditor  of  Disbursements  is  likewise  entered  in 
these  records.  A  condensed  statement  of  the  credits  and 
debits  to  foreign  and  constituent  lines  is  entered,  either  in 
a  separate  record  or  in  the  general  ledger.  Finally,  en- 
try is  made  in  the  general  ledger  of  the  Comptroller,  in 
which  the  general  accounts  of  the  entire  company  are 
recorded. 
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On  some  railways  the  Comptroller  has  a  station  agent's 
ledger,  or  statement  of  agency  accounts,  but  on  others,  such 
as  the  Pennsylvania  Railroad,  the  station  accounts  are  kept 
by  the  Auditor  of  Miscellaneous  Receipts  and  Accounts 
(Form  19).  Reports  are  made  to  this  auditor  by  the  Aud- 
itor of  Merchandise  Freight  Receipts  and  all  other  auditors 
handling  revenue  accounts,  and  monthly  balance  sheets  are 
sent  in  by  the  station  agents.  For  each  day  all  the  items 
are  entered  in  an  agent's  consolidated  daily  record 
(Form  20)  so  as  to  get  the  monthly  total  for  each  station. 
These  totals  in  the  form  of  debits  and  credits  are  then 
entered  in  the  statement  of  agency  accounts  of  station 
agent's  ledger,  and  a  grand  total  is  obtained.  An  audit 
letter  (Form  21)  is  sent  to  the  station  agents  stating  the 
results  of  the  monthly  audit  and  the  errors  to  be  cor- 
rected. 

By  properly  computing  all  sources  of  income  and  ex- 
penses, the  Comptroller  is  enabled  to  prepare  the  company 's 
monthly  income   account,   and  by   properly   entering  all 

« 

assets  and  liabilities  he  prepares  the  monthly  balance  sheet 
of  the  company.  Moreover,  as  was  stated,  the  auditor 
makes  a  weekly  estimate  of  freight  earnings  to  the  Comp- 
troller based  upon  the  weekly  reports  made  by  the  local 
agents.  These  statements,  as  well  as  all  actual  statements 
of  earnings,  and  all  statistical  data,  are  submitted  by  the 
Comptroller  to  the  traffic  and  operating  officials  as  they  are 
required. 

The  forms  of  income  accounts  are  prescribed  by  the 
Interstate  Commerce  Commission,  which,  since  July  1, 1908, 
has  required  operating  revenue  to  be  divided  into  (1)  rev- 
enue from  transportation,  and  (2)  revenue  from  opera- 
tions other  than  transportation.  These  in  turn  are  divided 
into  twenty-one  primary  accounts : 
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Form  21, 

I. — 1.  Freigbt  revenue. 

2.  Passenger  revenue.  ' 

3.  Excess  baggage  revenue, 

4.  Parlor  and  chair  car  revenue. 
6.  Ifail  revenue. 

6.  Express  revenue 

7.  Milk  revenue. 

8.  Other  passenger  train  revenue. 

9.  Switching  revenue. 

10.  Special  service  train  revenue, 

11.  Ifiscellaneous  transportation  revenue. 
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II. — ^12.  Station  and  train  privileges. 

13.  Parcel  room  receipts. 

14.  Storage — freight 

15.  Storage — ^baggage. 

16.  Car  service. 

17.  Telegraph  and  telephone  service. 

18.  Rents  of  buildings  and  other  property. 

19.  Miscellaneous. 

20.  Joint  facilities  revenue — Dr. 

21.  Joint  facilities  revenue — Cr. 

The  carriers  may  further  subdivide  their  revenue  ac- 
counts as  they  please,  but  these  primary  accounts  must  be 
maintained,  and  no  other  set  of  books  is  permissible. 

III.      THE  HANDLING  OF  MONEY 

The  handling  of  the  cash  collected  by  the  freight  agents 
involves  so  many  parties  that  it  may  perhaps  be  best  con- 
sidered separately.  At  stations  where  proper  banking  facil- 
ities are  not  available,  the  practice  is  to  remit  cash  to  the 
Treasurer  or  to  designated  depositories  by  train  mail.  It 
is  accompanied  by  a  remittance  slip,  which  is  generally 
made  out  in  duplicate,  the  duplicate  being  receipted  by 
the  Treasurer  or  Cashier  and  returned  to  the  agent. 

The  preferred  practice  is  to  deposit  cash  in  local  banks. 
It  is  inclosed  in  a  sealed  envelope  with  duplicate  deposit 
slips  (Form  22),  and  sent  to  the  bank,  where  it  is  deposited 
to  the  credit  of  the  company.  The  duplicate  slip  is  stamped 
by  the  bank  and  sent  to  the  Treasurer  or  Cashier  of  the  rail- 
way company.  It  is  here  compared  with  the  daily  cash  report 
made  by  the  agent  to  the  Treasurer  or  Cashier,  then  entered 
in  the  Treasurer's  cash  book,  and  afterwards  forwarded  to 
the  Comptroller.  It  is  now  entered  in  the  Comptroller's  cash 
account,  and  sent  on  to  the  Auditor  of  Freight  Receipts. 
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After  it  has  been  checked  with  the  daily  cash  report  or 
cash  exhibit  made  by  the  agent  to  this  ofScial,  it  is  entered 
to  the  credit  of  the  agent's  account.  Each  month  the  agent 
is  debited  with  all  waybills  received  and  credited  with  the 
remittances  reported  by  the  Treasurer  and  Comptroller,  and 
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Form  22. 

the  balance  indicates  the  amount  of  cash  which  the  agent 
has  on  hand  or  is  outstanding.  As  was  stated  above,  this 
entire  agency  account  on  some  railroads  is  kept  by  an 
Auditor  of  Miscellaneous  Receipts  and  Accounts  instead  of 
by  the  Comptroller  and  Freight  Auditors. 

This  extended  method  of  depositing  and  auditing  the 
cash  account  assures  adequate  check  upon  the  local  agent; 
while  the  independent  receipt  of  a  daily  cash  report  from 
the  agent  and  duplicate  deposit  slip  from  the  bank  enables 
the  Auditor  of  Freight  Receipts  to  keep  a  check  upon  the 

155 


THE    FREIGHT    SERVICE 

Treasurer's  ofiSce.  It  guarantees  a  high  degree  of  safety 
and  convenience,  as  it  avoids  the  shipment  of  money  and 
applies  ordinary  banking  methods  to  the  dealings  between 
the  agent  and  the  Treasurer. 

IV.      THE  TRAVELING  AUDITOR 

Attached,  usually,  to  the  Comptroller's  or  General  Au- 
ditor's office  of  every  railway  company  are  a  number  of 
Traveling  Auditors  whose  work  it  ii  to  examine  the  accounts 
of  both  freight  and  ticket  agents.  The  Traveling  Auditor 
may  at  any  time  be  ordered  to  some  particular  station,  but 
usually  he  moves  from  one  station  to  another  according 
to  his  judgment.  At  any  time,  without  previous  notice,  he 
may  arrive  at  a  Freight  or  Ticket  Agent's  office. 

His  principal  work  is  to  draw  off  the  **  account  of  the 
station  from  the  date  of  the  last  balance  given  by  the 
auditor  to  the  date  of  his  visit,  and  verify  the  assets  claimed 
by  the  agent.  "^  This  is  necessary  to  avoid  any  fictitio\is 
reports  of  assets  being  sent  to  the  Auditor.  He,  likewise, 
instructs  the  agent  as  to  the  proper  method  of  keeping 
records  and  making  out  reports  in  case  he  discovers  other 
than  willful  error.  It  is  the  Traveling  Auditor,  moreover, 
who,  when  transfers  of  agents  at  local  offices  are  made,  goes 
over  the  books  of  the  retiring  agent. 

The  work  of  auditing  freight  revenue  is  at  present  far 
more  effectively  done  than  it  has  been  done  in  the  past. 
The  auditing  department  is  so  subdivided  as  to  secure 
high  efficiency.  The  primary  income  accounts,  moreover, 
have  been  uniformly  fixed  for  all  interstate  traffic  by  the 
Interstate  Commerce  Commission;  yet  it  is  evident  that 

>  H.  C.  Whitehead,  pp.  35,  36. 
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there  is  still  much  diversity  both  of  organization  and 
method.  Instead  of  having  a  single  Auditor  of  Freight  Re- 
ceipts, large  companies  variously  subdivide  the  work  among 
different  auditors;  and  fast  freight  lines  sometimes  have 
auditors  for  freight  billed  under  their  charge.  The  Penn- 
sylvania Railroad,  for  instance,  has  auditors  of  merchandise 
freight  receipts,  of  coal  freight  receipts,  of  miscellaneous 
receipts  and  accounts,  of  the  Empire  Line  and  of  the 
Union  Line,  each  of  whom  is  concerned  with  the  auditing 
of  freight  revenue.  Other  auditors  are  the  Auditor  of  Pas- 
senger Receipts  and  Auditor  of  Disbursements.  To  these 
may  be  added  the  Comptroller  and  Assistant  Comptroller, 
who  have  charge  of  the  general  books  and  direct  the  audit- 
ors. This  subdivision  of  auditing  among  several  offices  is 
necessary  because  of  the  great  volume  of  traffic. 

The  accounts  of  different  railroads,  moreover,  may  rest 
on  the  **  received  "  or  **  forwarded  *'  bases;  the  reports 
required  of  the  local  agents  vary  considerably;  statistical 
computations  may  be  limited  or  extensive ;  and  the  number 
and  form  of  office  records,  journals,  ledgers,  and  subledgers 
vary  to  a  considerable  degree. 

The  most  recent  mechanical  innovation  in  the  auditing 
of  freight  revenue  has  been  the  introduction  of  the  Hol- 
lerith machine.  It  is  similar  to  that  used  by  the  United 
States  Census  Bureau.  Cards  are  run  through  electric 
machines  which  record  upon  the  card  the  date  and  number 
of  the  waybill,  station  numbers,  weight,  freight  charges, 
advances,  and  amounts  prepaid.  These  cards  are  then 
passed  through  tabulating  machines  and  the  totals  shown  on 
the  dials  of  the  machine  are  compared  with  those  shown  in 
the  agent's  daily  received  reports.  They  are  then  sorted 
by  dates  and  stations  and  those  for  each  station  of  the 
same  date  are  separately  passed  through  the  tabulating 
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machine.  The  totals  shown  on  the  dials  are  this  time  com- 
pared with  those  of  the  daily  forwarded  reports  and  all 
discrepancies  adjusted.  In  this  way  the  accounts  for  each 
day  and  month  can  be  proved.  The  machine  system  has 
been  adopted  by  various  companies,  among  which  are  the 
New  York  Central,  the  Long  Island  Railroad,  and  the  Penn- 
sylvania Railroad  for  its  local  accounts. 
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CHAPTER   VIII 
CAR  SERVICE  AND  EFFICIENCY 

I.    GENERAL  FACTORS 

Statistics  of  railway  equipment — Eight  causes  accounting  for  car 
shortage — ^The  carrier's  problem  of  car  surplusage — References. 

In  1908  the  combined  freight  equipment  of  all  railways 
in  the  United  States  consisted  of  2,172,696  freight  cars  (not 
including  private  cars),  33,935  freight  locomotives,  and 
8,837  switching  engines.  In  1908  there  were  transported 
869,795,510  tons  of  freight.  During  the  years  from  1900 
to  1908  the  number  of  tons  carried  increased  49.1  per  cent ; 
ton  mileage  rose  54.2  per  cent;  and  the  number  of  tons 
carried  one  mile  per  mile  of  line  32.5  per  cent.  The  hand- 
ling of  this  rapidly  expanding  volume  of  tonnage  became 
one  of  the  most  perplexing  problems  of  the  traffic  and  oper- 
ating departments,  and  required  them  to  make  unusual 
efforts. 

During  the  period  from  1901  to  1908  orders  were  placed 
for  1,500,194  new  freight  cars,  or  an  average  of  187,524 
per  year.  The  total  number  of  freight  cars  in  u^e  from 
1900  to  1908  increased  by  53.8  per  cent ;  freight  locomotives 
56.7  per  cent,  and  switching  engines  69.5  per  cent.  More- 
over, the  number  of  tons  carried  per  train  increased  twenty- 
five  per  cent,  and  it  is  estimated  that  the  average  car  load 
increased  nearly  twenty-three  per  cent. 
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The  fact  that  in  the  years  1906  and  1907  there  was 
serioufl  freight  congestion  in  spite  of  this  expansion  in 
equipment  and  car  capacity  suggests  that  one  of  the  chief 
difficulties  of  the  transportation  department  was  due  not  so 
much  to  an  insufficient  number  of  cars  as  to  the  manner  of 
using  the  equipment.  In  the  years  1900  to  1906  the  total 
freight  car  mileage  increased  by  over  thirty-two  per  cent, 
and  freight  train  mileage  by  20.6  per  cent ;  and  in  Decem- 
ber, 1908,  69.9  per  cent  of  the  car  mileage  was  loaded 
while  30.1  per  cent  was  empty.  The  fault  was  largely  in 
the  short  mileage  made  by  the  cars  in  use.  In  1908  the 
average  miles  per  car  per  day,  including  surplus  cars,  were 
21,  and  even  when  surplus  cars  are  excluded  the  monthly 
average  varied  from  23.8  to  25.9  miles.  Moreover,  owing 
largely  to  terminal  congestion,  this  average  car  mileage 
does  not  tend  to  increase  very  largely  during  periods  of 
car  shortage. 

The  problem  of  car  efficiency  and  shortage  arises  during 
times  of  prosperity.  In  1906  the  **  car  famine  "  became 
so  serious  that  the  Interstate  Commerce  Commission  made 
an  investigation  throughout  the  northwest,  southwest,  and 
Pacific  Coast.  At  many  points  in  the  northwest  a  shortage 
in  coal  supply  was  found,  and  in  North  Dakota  fifty  million 
bushels  of  grain  were  being  held  on  the  farms  or  in  country 
elevators  because  cars  could  not  be  secured  to  move  the 
freight.  In  the  southwest  much  wheat  and  cotton  remained 
on  the  ground  at  local  stations,  where  it  was  injured  or 
spoiled.  Many  lumber  mills  in  the  south,  and  also  in 
Oregon  and  Washington,  ran  on  short  time  or  were  closed 
down,  and  in  a  number  of  states  a  similar  situation  pre- 
vailed among  the  coal  mines.  Shippers  in  many  other 
industries,  east  as  well  as  west  and  south,  were  inconveni- 
enced.   The  shortage  was  felt  most  by  the  producers  and 
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dealers  in  the  great  staples,  shipper^  of  freight  in  small 
lots  being  but  slightly  affected. 

Periods  of  continued  car  shortage  are  abnormal  and 
relatively  infrequent.  The  chief  shortages  in  the  past  have 
been  those  of  1887,  1901,  and  the  months  immediately  sub- 
sequent to  the  anthracite  coal  strike  of  1902.  The  more 
recent  shortages  of  the  years  1906  and  1907,  however,  were 
the  most  serious  ever  experienced  by  American  shippers. 

Car  shortage  is  usually  the  result  of  several  causes,  all 
of  which  are  easy  to  describe,  but  some  of  which  are  dif- 
ficult to  foresee.     For  the  most  part  they  are  as  follows: 

1.  A  fundamental  cause  of  every  car  shortage  is  the 
unusual  increase  in  freight  tonnage  for  which  neither  car- 
rier nor  shipper  is  responsible.  An  increase  in  actual  ton- 
nage (not  including  freight  which  was  not  moved)  within 
half  a  dozen  years  of  over  fifty-three  per  cent  would  per- 
haps have  caused  trouble  in  1906  even  under  conditions  of 
perfect  car  performance.  Had  the  carriers,  before  the  in- 
crease began,  ordered  cars  which  for  the  time  being  seemed 
unnecessary,  they  would  have  been  accused  of  wasteful  ex- 
penditure of  funds. 

2.  The  influence  of  the  increased  tonnage  is,  moreover, 
greatly  intensified  by  the  seasonal  bunching  of  traffic  dur- 
ing the  late  summer  and  in  the  fall  and  early  winter  months. 
The  commercial  methods  of  the  grain,  cotton,  live  stock, 
and  coal  industries  are  unfavorable  to  an  easy  solution 
of  the  car  shortage  difficulty. 

3.  A  third  and  very  important  reason  why  railway 
equipment  was  unequal  to  the  demand  in  1906  was  the  lack 
of  adequate  terminal  facilities.  No  other  factor  so  greatly 
restricted  car  performance.  There  was  a  congestion  of  hun- 
dreds of  cars  at  terminals,  switching  yards,  junction  points, 
and  side  tracks.    It  is  notable  that  various  railways  have 
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recently  begun  extensive  works  to  meet  this  pressing  need 
for  adequate  terminals. 

4.  The  reconsignment  privilege  frequently  stimulates 
this  terminal  congestion.  Commission  men  and  dealers 
often  order  car  loads  of  produce  without  knowing  their 
final  destination,  and  after  permitting  them  to  remain  at 
the  terminals  for  forty-eight  hours  reconsign  them  to  an- 
other point.  The  abuse  of  this  privilege  unnecessarily  taxes 
the  already  heavily  burdened  yards  and  terminals. 

5.  The  inadequacy  of  motive  power  has  in  the  past 
been  in  part  responsible  for  car  shortage.  The  increase  in 
train  mileage  and  train  load  constitutes  a  burden  in  many 
cases  greater  than  the  available  motive  power  can  handle. 
The  frequent  reports  of  engines  broken  down  from  over- 
work convinced  many  operating  officials  in  1906  that  it  was 
more  necessary  to  increase  the  number  of  locomotives  than 
the  number  of  cars. 

6.  The  use  of  freight  cars  for  warehousing  purposes 
contributes  an  additional  factor.  Middlemen  and  consignees 
are  especially  prone  to  hold  cars;  indeed,  they  often  prefer 
to  pay  demurrage  instead  of  providing  warehouse  accom- 
modations. In  some  states  the  laws  permit  consignees  to 
hold  cars  longer  than  is  necessary.  The  lack  of  sufficient 
warehouses  and  platforms  and  other  terminal  facilities  for 
storing  unusual  amounts  of  freight  compelled  the  carriers 
also  to  be  slow  in  loading  and  unloading  cars.  The  chief 
explanation  of  the  low  average  mileage  made  by  freight 
cars  during  periods  of  unusual  demand  for  cars  is  to  be 
found  in  the  yard  and  terminal  detention  of  equipment. 
No  road  can  handle  more  freight  than  can  be  put  through 
its  yards  and  terminals,  no  matter  how  great  a  number  of 
cars  and  locomotives  it  may  have. 

1,    Car  stringency  may  also  result  f'^m  the  **  diversion 
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of  foreign  cars/'  The  code  of  rules  governing  the  inter- 
change of  cars  provides  that  each  carrier  shall  route  foreign 
cars  back  to  their  owners  as  soon  as  possible;  but  when 
shippers  clamor  for  cars,  railways  with  an  insufficient  sup- 
ply have  not  infrequently  used  indiscriminately  their  own 
cars  and  those  belonging  to  other  roads.  The  railways  of 
the  middle  West  which  originate  a  large  tonnage  that  is 
turned  over  to  connecting  roads,  are  conspicuous  losers, 
while  those  of  New  England,  the  Pacific  Coast  and  the 
Southwest  are  gainers.  It  was  found  by  the  Interstate 
Commerce  Commission  that  **  car  appropriation  between 
carriers  does  not  seem  to  be  regarded  as  dishonorable  nor 
even  looked  upon  with  great  disfavor.''  Some  railway 
officials,  however,  denounce  lines  resorting  to  this  practice 
as  **  car  thieves."  Its  influence  is  not  upon  car  per- 
formance, but  upon  the  supply  of  cars  available  on  differ- 
ent railways.  It  unjustly  accentuates  the  shortage  on 
certain  lines,  and  alleviates  it  somewhat  on  others;  the 
carriers  and  shippers  of  one  section  are  obliged  to  suflfer 
unjustly  for  the  benefit  of  those  in  another  part  of  the 
country. 

8.  A  similar  injustice  is  caused  by  the  unfair  distribu- 
tion of  cars  among  shippers.  Many  eastern  coal  compa- 
nies, in  which  the  carriers  or  their  officials  were  inter- 
ested, had  private  cars  to  supply  a  part  of  their  needs, 
but  such  companies  were  given  as  great  a  share  of  the 
railroad's  equipment  as  would  have  been  allowed  them 
had  they  owned  no  private  cars.  The  consequence,  in 
some  instances,  was  a  serious  discrimination  against  coal 
companies  that  had  no  private  cars.  The  granting  of 
undue  preference  to  favored  shippers  in  car  distribution 
was  practiced  by  the  carriers  in  connection  with  many  other 
industries,  and  was  largely  responsible  for  the  passage  of 
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the  numerous  car  service  statutes  that  were  enacted  from 
1902  to  1907.  In  some  instances  the  preferences  granted 
in  car  distribution  favored  the  competitive  at  the  expense 
of  the  noncompetitive  points.  The  distress  among  the  grain 
shippers  of  the  Northwest  and  Southwest,  for  instance,  was 
more  acute  at  noncompetitive  than  at  competitive  points; 
and,  while  many  of  the  southwestern  noncompetitive  local 
cotton  shipping  points  suffered  a  car  famine,  some  of 
the  competitive  cities  had  a  fair  supply  throughout  the 
season. 

Besides  these  more  general  causes  of  car  shortage  there 
are  various  miscellaneous  practices,  some  of  which  are  ap- 
plicable only  to  individual  carriers.  Various  railway  com- 
panies in  1906  were  accused  of  unnecessary  delay  in  un- 
loading company  material;  some  showed  unfair  preference 
to  those  classes  of  freight  calling  for  a  long  haul;  and 
others  unduly  subordinated  time  of  transportation  to  ton- 
nage. Low  minimum  car-load  weights  were  in  some  in- 
stances a  factor,  for  unless  these  minima  are  raised  pro- 
portionately to  the  increase  in  car  capacity  the  use  of 
larger  cars  is  less  effective  than  it  might  be.  The  small 
shipper  is  opposed  to  any  attempt  to  raise  the  minimum 
car  load,  because  it  favors  the  large  shipper  by  virtually 
raising  the  freight  rates  paid  by  those  who  ship  small  quan- 
tities. At  times  the  practice  of  **  over-shipments,"  or  the 
making  of  shipments  faster  than  the  consignee  can  unload, 
to  obtain  current  low  rates  or  for  other  reasons,  has  resulted 
in  thousands  of  cars  being  held  en  route.  Lastly,  there 
has  been  complaint  in  times  of  car  shortage  that  the  work 
of  the  car  record  office  is  not  as  yet  developed  to  an 
efficient  stage.  Cars  too  frequently  become  **  lost,"  and 
the  knowledge  of  the  car  record  office  as  to  their  where- 
abouts is  incomplete. 
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From  the  standpoint  of  the  shipper,  the  problem  of  car 
efficiency  is  of  particular  interest  only  at  times  of  car 
shortage.  The  carrier,  however,  is  frequently  confronted 
by  the  opposite  condition  of  a  car  surplus.  With  every 
industrial  setback,  the  car  shortage  is  rapidly  converted 
into  a  surplus  of  equal  or  greater  magnitude.  On  January 
6,  1907,  for  instance,  there  was  a  shortage  of  150,000  cars; 
in  the  fall  it  began  to  dwindle,  and  by  December  24,  1907, 
there  was'  a  surplus  of  209,310  idle  freight  cars,  standing 
on  the  side  tracks,  and  in  the  terminals  and  yards,  depreci- 
ating in  value,  a  financial  burden  to  the  companies.  By 
April  29,  1908,  the  surplus  had  reached  a  total  of  413,605. 
Even  during  the  crop-moving  season  at  the  end  of  October, 
1908,  it  amounted  to  110,912  cars,  and  by  January  20th 
during  the  winter  season  it  had  again  risen  to  311,664.  The 
surplus  then  gradually  declined  until  on  March  16,  1910, 
it  amounted  to  but  45,513  cars ;  on  May  25,  1910,  however, 
the  surplus  aggregated  115,390. 

The  continuous  existence  of  a  car  surplus  during  such  a 
long  period  is  exceptional,  but  even  in  normal  years  there 
are  seasonal  surpluses.  The  carriers  are  under  pressure 
to  furnish  cars  of  sufficient  number  and  capacity  to  carry 
all  freight  offered  during  the  busy  season.  The  farmer 
and  cotton  planter  insist  upon  selling  their  crop  immedi* 
ately  after  it  is  harvested;  the  coal  dealer  frequently  re- 
fuses  to  order  his  coal  until  the  late  fall  and  early  winter 
months,  and  the  live-stock  man  ships  most  of  his  cattle  in 
the  fall.  Thus  in  the  spring  and  early  summer  there  is 
a  dull  season  and  the  demand  for  cars  wanes.  As  a  result 
of  the  way  business  is  conducted,  a  car  shortage  is  probable 
during  the  busy  season,  while  in  the  dull  season  there  is 
frequently  a  surplus.  The  surpluses  are  of  no  interest 
to  the  shipping  public,  but  cannot  be  wholly  disregarded 
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by  the  companies  when  placing  their  orders  for  additional 
equipment. 

It  is  evident  from  the  foregoing  analysis  of  the  problem 
of  car  supply  that  it  is  to  the  interest  alike  of  the  public 
and  the  carriers  that  business  methods  should,  in  so  far  as 
possible,  be  so  organized  as  to  minimize  the  variations  in 
the  seasonal  demands  for  freight  cars;  it  is  also  clear  that 
economy  and  efficiency  in  the  freight  service  ar^  largely 
dependent  upon  the  success  which  the  carriers  may  have 
in  solving  the  difficulties  to  be  overcome  in  connection  with 
car  service.  It  is  generaUy  admitted  that  there  is  still  large 
opportunity  for  increasing  the  efficiency  of  freight  equip- 
ment. 
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CAR  SERVICE  AND  EFFICIENCY 

II.     CAR  DISTRIBUTION  AND  CAR  RECORDS 

The  work  of  the  car  distributor — Distribution  of  cars  by  chief  dis- 
patcher and  station  agents — Legal  obligations  of  carriers  in  car 
distribution — Work  of  the  car  record  office — Reports  made  to 
car  record  office — References. 

I.      CAR  DISTRIBUTION 

The  distribution  of  freight  cars  among  the  shippers  is 
problem  number  one  in  car  service  and  eflBciency.  In  a 
large  railway  system,  all  divisions  of  which  are  dependent 
upon  a  common  source  for  their  supply  of  cars,  this  work 
becomes  highly  complex.  It  requires  careful  organization 
and  the  attention  of  intelligent  and  expert  officials. 

The  apportionment  of  the  equipment  among  the  various 
train  districts,  or  divisions,  comes  first.  This  work  is  fre- 
quently in  charge  of  a  Car  Distributor,  who  obtains  the 
detailed  daily  information  which  it  is  necessary  that  he 
should  have  from  the  Chief  Dispatchers  of  the  various 
operating  districts,  who  in  turn  compile  it  from  telegraphic 
reports  made  by  the  agents  at  the  various  stations. 

It  is  the  duty  of  the  Car  Distributor  not  only  to  supply 
cars  upon  demand,  but  also  to  study  the  means  of  reducing 
empty  car  mileage  and  of  decreasing  waste  in  the  use  of 
cars.  He  must  also  seek  to  anticipate  future  demands  for 
cars  and  take  steps  to  meet  probable  requirements.    Know- 
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ing  what  kinds  of  commodities  are  shipped  over  his  lines 
in  different  seasons  of  the  year,  he  will  gradually  transfer 
;the  ears  from  one  division  to  another,  so  as  to  be  able  to 
meet  varying  demands.  Likewise,  he  will  keep  informed 
as  to  crop  prospects,  the  price  of  commodities  and  market 
conditions,  in  order  that  he  may  measure  the  forthcoming 
needs  of  the  several  sections  of  country  served  by  his  lines. 
Especially  must  he  endeavor  to  have  his  company's  cars 
returned  from  foreign  roads  when  the  demand  for  equip- 
ment is  heavy;  and  he  must  not  allow  the  cars  to  linger 
unnecessarily  long  in  the  repair  shops. 

The  distribution  of  cars  among  the  individual  shippers 
and  stations  is  in  the  immediate  control  of  the  Chief  Dis- 
patcher and  the  station  agents.  Shippera  are  obliged  to 
order  the  cars  through  the  station  agents,  and  are  by  them 
furnished  with  prescribed  forms.  These  forms  are  arranged 
to  indicate  the  number  and  kind  of  cars  desired,  the  date 
when  wanted,  the  kind  of  products  to  be  shipped,  and  the 
destination  and  route  of  the  shipment.  With  these  orders 
before  him,  the  agent  each  day  requests  the  desired  cars 
from  the  Chief  Dispatcher  of  his  train  district  or  division. 
If  sufficient  cars  are  available  the  full  quota  will  be  sent ; 
otherwise  a  division  must  be  made  among  the  shippers.  In 
case  of  inadequate  supply,  the  Chief  Dispatcher  may  ap- 
peal to  the  Superintendent  of  Transportation,  who  may, 
if  he  thinks  best,  order  the  Car  Distributor  to  transfer  cars 
from  other  divisions. 

The  practices  of  car  distributions  during  periods  when 
there  are  not  enough  cars  to  fill  all  orders  are  regulated  by 
law.  In  those  states  where  reciprocal  demurrage  laws  pre- 
vail (see  Chapter  XI)  the  requirements  in  the  case  of 
interstate  traffic  are  peculiar.  Aside  from  these  instances 
the  usual  practice  of  the  states  is  to  require  **  fair  and 
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reasonable  distribution,"  and  frequently  its  supervision  is 
placed  in  the  hands  of  the  state  railway  commissions.  The 
distribution  of  cars  is  also  under  the  regulative  control  ol 
the  Interstate  Commerce  Commission.  In  case  of  car  short- 
age the  carriers  are  required  by  law  fairly  to  distribute 
available  cars.  The  penalty  is  not  against  inability  to 
furnish  cars,  but  against  imjust  discrimination  among 
shippers. 

The  commission  has  ruled  that  if  cars  are  available  the 
carrier  must  furnish  them  upon  **  reasonable  request." 
In  case  of  shortage,  all  that  may  be  expected  is  that  the 
requirements  of  the  shippers  shall  be  fairly  ascertained  and 
the  available  cars  justly  distributed.'  The  shipper  cannot 
collect  damages  in  time  of  shortage  unless  he  can  show 
unfair  discrimination. 

In  the  distribution  of  cars  among  coal  mines  the  courts  * 
have  supported  the  orders  of  the  Interstate  Commerce  Com- 
mission that  the  private  or  **  individual  "  cars  of  the  com- 
pany owning  a  mine  shall  be  considered  a  part  of  the  quota 
to  which  it  is  entitled.  In  times  of  shortage,  the  mine  is 
entitled  to  the  exclusive  use  of  its  cars,  but  it  then  receives 
a  proportionately  smaller  quota  of  whatever  railway  cars 
may  be  available.  It  has,  likewise,  been  held  that  this 
same  rule  applies  in  the  distribution  of  both  home  and 
foreign  coal  cars  consigned  for  the  carriage  of  coal  as 
railway  fuel. 

No  definite  basis  for  the  apportionment  of  available 

'  Traer  vs.  C.  &  A.  R.  R.  Co.,  XIII  I.  C.  C.  Reps.  451,  1908;  U.  S. 
vs,  Norfolk,  109  Fed.  Rept.  831. 

•  U.  S.  ex  rd.  Pitcairn  Coal  Co.  vs,  B.  A.  0.  R.  R.  Co.  et  al,,  154 
Fed.  Rept.  108  (1907),  165  Fed.  Rept.  113  (1908),  215  U.  S.  Rept. 
481  (1910).  Logan  Coal  Co.  vs.  Penna.  R.  R.  Co.,  154  Fed.  Rept. 
497  (1907);  I.  C.  C.  (appellant)  vs.  111.  Cent.  R.  R.  Co.,  215  U.  S. 
Rept.  452  (1910). 
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coal  cars  among  mines  has  been  laid  down.  The  physical 
capacity  of  the  mines  is  the  basis  most  commonly  adopted, 
and  while  the  Interstate  Commerce  Commission  does  not 
approve  of  this,  it  has  not  as  yet  offered  a  substitute.  It 
has  recently  confirmed  for  the  present  the  use  of  **  com- 
mercial capacity  '*  for  fast  shipments  as  an  element  in 
mine  rating.  The  courts  *  have  held  that  it  is  not  un- 
lawful for  a  carrier  to  compute  the  percentages  of  cars 
he  assigns  to  the  various  mines,  both  by  averaging  the 
actual  shipments  from  each  mine  during  the  season  when 
there  was  no  shortage,  and  by  considering  the  physical 
capacity  of  such  mines,  counting  the  tonnage  shipped  as 
two  units  and  the  capacity  as  one  in  fixing  the  percentages. 

II.      THE   WORK   OP   THE   CAR   RECORD   OFFICE 

The  greater  need  for  statistics  in  railway  operation,  the 
substitution  of  the  per  diem  for  the  mileage  system  of  pay- 
ment for  foreign  cars,  and  the  increase  in  equipment  and 
traflSc,  have  in  recent  years  greatly  augmented  the  func- 
tions of  the  car  record  office. 

The  official  in  charge  is  known  as  the  Car  Accountant, 
although  the  car  record  office  usually  is  not  a  part  of  the 
Accounting  Department,  but  is  a  branch  of  the  Transporta- 
tion Department.  Its  chief  accountant  is  responsible  to  the 
General  Superintendent. 

There  are  two  general  methods  of  keeping  car  records 
on  American  railways.  The  first  is  the  card  index  system, 
and  the  second,  which  is  more  widely  used  by  the  larger 
carriers,  is  the  loose-leaf  ledger  system. 

The  work  of  the  office  is  divided  mainly  between  two 
branches,  the  Mileage  Department  and  the  Record  Depart- 

»  U.  S.  ex  rd.  Pitcaim  Coal  Co.  os.  B.  &  O.  R.  R.  Co.  et  al.,  154  Fed. 
Kept.  108  (1907);  215  U.  S.  Kept  481  (1910.) 
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ment.  The  work  of  the  former  is  limited  to  the  keeping 
of  mileage  records  of  private  freight  cars  and  passenger 
cars.  Prior  to  the  adoption,  in  1902,  of  the  per  diem  system 
of  paying  for  the  use  of  **  foreign  "  freight  cars,  its  work 
was  more  extensive.  It  now  computes  the  mileage  of  the 
private  freight  cars  and  of  passenger  cars,  and  the  amounts 
due  on  them,  and  at  the  end  of  each  month  makes  a  report 
to  all  the  carriers  interested,  so  that  they  may  make  the  re- 
quired settlement  among  themselves. 

The  computations  are  made  from  the  daily  reports  of 
train  conductors  (Form  1),  showing  the  points  from  which 
and  to  which  the  cars  were  moved.  The  conductors  are 
supplied  with  prescribed  forms  which  enable  them  to  in- 
dicate clearly  the  initials  and  number  of  each  car,  whether 
it  is  loaded  or  empty,  and  the  point  **  where  from  "  and 
**  where  to  "  it  was  carried.  Abbreviations  and  numbers 
are  used  in  reporting  the  various  sidings  and  stations. 
Junction  points  and  terminals  are  designated  by  letters,  and 
stations  on  the  road  are  numbered  consecutively  with  num- 
bers indicating  their  respective  distances  from  the  initial 
station.  In  this  way,  the  work  of  the  mileage  department 
is  greatly  simplified. 

The  work  of  the  record  department  is  far  more  com- 
plicated and  difficult  than  that  of  the  mileage  department. 
Its  chief  function  is  to  keep  a  record  of  the  daily  movement 
and  exact  location  of  each  freight  car  (other  than  private 
cars),  so  that  lost  cars  may  be  readily  traced;  that  any 
department  interested  may  easily  ascertain  the  whereabouts 
of  any  particular  car;  that  errors  in  the  interchange  of 
foreign  cars  may  be  minimized,  and  that  the  transportation 
department  may  exercise  a  more  effective  control  over 
equipment. 

Two  sets  of  records  are  kept :  one  recording  the  move- 
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ment  and  location  of  **  home  "  cars,  and  the  other  of 
**  foreign  "  cars.  In  the  case  of  home  cars,  the  informa- 
tion furnished  by  the  conductors'  car  reports  is  transferred 
to  the  card  in  the  index  or  the  portion  of  a  page  in  the 
ledger  which  is  given  over  to  the  particular  car  in  ques- 
tion. 

Because  of  the  greater  importance  of  the  ledger  system 
it  may  be  well  to  examine  it  somewhat  further.    Each  leaf 
is  so  ruled  as  to  facilitate  the  work  of  the  ofiSce.    In  the 
usual  car  record  book,  the  car  numbers  run  down  the  left 
side  of  each  page,  the  day^^of  the  month  run  horizontally 
across  the  top,  center  and  bottom,  and  on  the  right  side 
are  two  columns  indicating  the  empty  and  loaded  car  mile- 
age.   Each  day  the  numbers  or  abbreviations  of  the  station 
where  from  and  where  to  the  car  moved  we  entered  under 
the  proper  date,  and  constitute  the  means  of  tracing  the 
car  and  ascertaining  its  location.    The  books  used  for  cars 
which  do  not  make  many  movements  differ  from  those  ordi- 
narily used  in  that  the  printed  dates  are  omitted,  the  date 
being  entered  by  the  clerk  whenever  a  movement  is  made. 
The  keeping  of  Foreign  Car  Records  involves  the  addi- 
tional task  of  indicating  the  ownership  of  each  car  and  of 
computing  the  amount  of  *'  per  diem  "  which  the  com- 
panies owe  to  each  other.    At  the  time  when  a  "  cut  of 
cars  "  is  delivered  to  a  connecting  road  a.  so-called  ''  inter- 
change  "  slip  (Form  2)  is  made  out,  indicating  the  initials 
and  numbers  of  the  cars,  the  kind  of  cars,  whether  loaded 
or  empty,  the  road  to  which  they  passed,  the  time  when 
and  station  at  which  the  interchange  was  made,  the  engine 
used,  and  the  employee  in  charge.     It  is  signed  by  the 
proper  agent  of  both  carriers,  and  one  copy  is  preserved 
by  each  as  evidence  in  case  accuracy  should  be  subsequently 
disputed. 

175 


THE    FREIGHT    SERVICE 


The  papers  sent  to  the  Car  Accountant  by  the  agents 
are  the  daily  interchange  reports.    The  old  practice  still 
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retained  by  some  lines  makes  use  of  two  distinct  forms,  the 
one  being  a  report  of  cars  delivered  to  and  the  other  of 
cars  received  from  a  foreign  road.    Daily  at  midnight  these 
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reports  close,  and  contain  a  complete  statement,  for  the 
day,  of  all  cars  interchanged,  their  initials,  number  and 
kind,  whether  loaded  or  empty,  and  the  point  of  ship- 
ment, final  destination,  contents,  and  the  hour  at  which 
they  were  received  or  delivered.  After  being  signed  by 
the  agents  of  both  lines  each  files  a  copy  in  his  ofKce,  and 
each  sends  a  copy  to  his  respective  Car  Accountant. 

On  most  lines  a  new  practice  as  to  interchange  re- 
ports has  been  adopted.    Instead  of  having  two  separate 
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forms,  the  two  are  combined  into  one  which  contains  aU 
the  above  stated  information  for  all  cars  transferred  from 
one  named  railroad  to  another  named  railroad  (Form  3) 
at  a  stated  interchange  point,  and  copies  of  one  and  the 
same  paper  are  used  by  the  agent  and  Car  Accountant  of 
both  roads. 
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•the  freight  service 

Upon  receipt  of  these  interchange  reports  at  the  car 
record  oflBce,  they  are  recorded,  and  as  soon  as  possible  the 
Car  Accountant  sends  a  junction  report  (Form  4)  to  the 
Car  Accountant  of  the  company  owning  the  car,  indicating 
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which  of  its  cars  were  that  day  interchanged,  and  to  what 
line  they  were  delivered. 

The  foregoing  papers  constitute  a  daily  record,  upon 
the  basis  of  which  per  diem  can  be  computed.  A  complete 
report  of  this,  known  as  the  per  diem  report  (Form  5), 
is  made  to  all  owners  **  within  thirty  days  after  the  end 
of  each  calendar  month,  showing  the  number   of   days 
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each  car  has  beeo  in  service  upon  the  road  making  the 
report,"  and  the  amount  due. 

North  &;  South  ttallroBd. 
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These  are  the  principal  papers  used  in  keeping  the  rec- 
ord of  foreign  cars.     Others  of  less  importance  may  be 
mentioned  without  giving  a  description  of  each.    A  special 
form  is  used  to  make  corrections  of  errors  in  junction 
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reports,  another  to  supply  missing  junction  reports,  and 
one  to  make  corrections  or  supply  omissions  in  per  diem 
reports.     There  is  a  special  form  which  is  used  in  giving 

notice  to  a  road  that  certain  cars  are  to  be  returned  with- 

« 

out  delay ;  and  there  is  another,  known  as  the  per  diem  re- 
claim statement,  which  is  used  once  each  month  in  the 
settlement  of  reclaims  due  for  switching  service. 
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CHAPTER  X 
CAR  SERVICE  AND  EFFICIENCY 

I 

III.    RULES  CONCERNING  CAR  SERVICE,  PER  DIEM, 
AND  INTERCHANGE  OF  CARS 

Three  codes  governing  use  of  foreign  cars — American  Railway  Asso- 
ciation's Code  of  Car  Service  Rules — Code  of  Per  Diem  Rules — 
Code  of  Rules  of  the  Master  Car  Builders  Association — ^The 
American  Railway  Clearing  House — Car  pools — References. 

The  formulation  and  enforcement  of  rules  controlling 
the  interchange  of  cars  among  carriers  and  the  payment 
for  the  use  of  foreign  cars  has  proven  a  difficult  task.  It 
has  long  been  the  practice  of  railways  to  permit  car-load 
freight  to  be  shipped  through  from  consignor  to  consignee, 
without  transhipment.  The  Interstate  Commerce  Act  also 
requires  railways  to  furnish  through  rates  and  routing,  but 
it  is  only  under  exceptional  conditions  that  any  railway 
company  needs  the  compulsion  of  law  to  enter  into  interline 
arrangements  for  the  through  shipment  of  car-load  freight. 
Every  railroad  must  interchange  equipment  with  its  con- 
nections and  must  observe  the  car  service  and  per  diem 
rules  that  have  been  adopted  by  the  common  action  of  the 
carriers. 

The  use  of  **  foreign  '*  cars  is  at  present  controlled  by 
three  codes :  The  *  *  Code  of  Car  Service  Rules ' '  of  the 
American  Railway  Association;  the  **  Code  of  Per  Diem 
Bules/'  and  the  ''  Master  Car  Builders  Rules  "  governing 
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reports,  another  to  supply  missing  junction  reports,  and 
one  to  make  corrections  or  supply  omissions  in  per  dii'iu 
reports.  There  is  a  special  form  which  is  used  in  giving 
notice  to  a  road  that  certain  cars  are  to  be  returned  with- 
out delay ;  and  there  is  another,  kno^^n  as  the  per  diem  re- 
claim statement,  which  is  used  once  each  month  in  the 
settlement  of  reclaims  due  for  switching  service. 
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Upon  receipt  of  these  interchange  reports  at  the  car 
record  office,  they  are  recorded,  and  as  soon  as  possible  the 
Car  Accountant  sends  a  junction  report  (Form  4)  to  the 
Car  Accountant  of  the  company  owning  the  car,  indicating 


North  ft  South  RallroaiL 

MpvltfCvs  tmmni  U  Ow 
290 


On 


mkif 


CAR                            1 

1 

OCUVCRCO  TO 

rvLL  INITIALS. 

^VWHi^PKN* 

(PMhlMrt* 

1 

1 

1 

Mr 


Form  4. 


which  of  its  cars  were  that  day  interchanged,  and  to  what 
line  they  were  delivered. 

The  foregoing  papers  constitute  a  daily  record,  upon 
the  basis  of  which  per  diem  can  be  computed.  A  complete 
report  of  this,  known  as  the  per  diem  report  (Form  5), 
is  made  to  all  owners  **  within  thirty  days  after  the  end 
of  each   calendar   month,  showing   the  number   of   days 
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each  car  has  been  in  service  upon  the  road  making  the 
report,"  and  the  amount  due. 


Nortb  Be  South  lEtaOroBd. 


^H= 


Form  5. 


These  are  the  principal  papers  used  in  keeping  the  rec- 
ord of  foreign  cars.     Others  of  less  importance  may  be 
mentioned  without  giving  a  description  of  each.    A  special 
form  is  used  to  make  corrections  of  errors  in  junction 
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reports,  another  to  supply  missing  junction  reports,  and 
one  to  make  corrections  or  supply  omissions  in  per  diem 
reports.  There  is  a  special  form  which  is  used  in  giving 
notice  to  a  road  that  certain  cars  are  to  be  returned  witli- 

I 

out  delay ;  and  there  is  another,  knovTi  as  the  per  diem  re- 
claim  statement,  which  is  used  once  each  month  in  the 
settlement  of  reclaims  due  for  switching  service. 
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CHAPTER  X 
CAR  SERVICE  AND  EFFICIENCY 

III.    RULES  CONCERNING  CAR  SERVICE,  PER  DIEM, 
AND  INTERCHANGE  OF  CARS 

Three  codes  governing  use  of  foreign  cars — American  Railway  Asao- 
ciation's  Code  of  Car  Service  Rules — Code  of  Per  Diem  Rules — 
Code  of  Rules  of  the  Master  Car  Builders  Association — ^The 
American  Railway  Clearing  House — Car  pools — References. 

The  formulation  and  enforcement  of  rules  controlling 
the  interchange  of  cars  among  carriers  and  the  payment 
for  the  use  of  foreign  cars  has  proven  a  difficult  task.  It 
has  long  been  the  practice  of  railways  to  permit  car-load 
freight  to  be  shipped  through  from  consignor  to  consignee, 
without  transhipment.  The  Interstate  Commerce  Act  also 
requires  railways  to  furnish  through  rates  and  routing,  but 
it  is  only  under  exceptional  conditions  that  any  railway 
company  needs  the  compulsion  of  law  to  enter  into  interline 
arrangements  for  the  through  shipment  of  car-load  freight. 
Every  railroad  must  interchange  equipment  with  its  con- 
nections and  must  observe  the  car  service  and  per  diem 
rules  that  have  been  adopted  by  the  common  action  of  the 
carriers. 

The  use  of  '*  foreign  "  cars  is  at  present  controlled  by 
three  codes:  The  '*  Code  of  Car  Service  Rules  **  of  the 
American  Railway  Association;  the  "  Code  of  Per  Diem 
Rules/'  and  the  ''  Master  Car  Builders  Rules  "  governing 
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the  interchange  of  freight  cars.  These  three  codes  will  be 
considered  in  turn. 

1.  The  Code  of  Car  Service  Rules  was  first  adopted 
by  the  American  Railway  Association  in  October,  1900, 
and  has  since  been  amended  seven  times.  It  is  not  an  agree- 
ment among  the  members  of  the  association,  but  merely  a 
code  recommended  by  the  association  to  its  members.  It 
has,  however,  been  adopted  by  practically  all  the  leading 
American  railways  acting  individually;  but  since  it  is  not 
a  contract,  it  is  more  or  less  frequently  disregarded  in 
periods  of  car  shortage.  This  is,  however,  but  one  of  many 
evidences  of  the  fact  that  the  railways  in  the  United  States 
have  not  yet  so  developed  associated  action  as  to  regulate 
effectively  and  harmoniously  all  matters  of  common  inter- 
est. Progress  is  being  made,  and  this  is  notably  true  as 
regards  car  service  and  interchange  of  equipment. 

The  chief  provisions  of  the  code  with  reference  to  freight 
cars  are  those  regulating  the  return  of  foreign  cars  to  their 
owner.  Rule  1  provides  that  **  foreign  cars  must  be 
promptly  returned  to  their  owners,"  and  Rules  2,  3,  and  4 
prescribe  the  manner  in  which  this  is  to  be  done.*  The 
code  is  generally  observed  when  traflSc  is  moderately  heavy, 

*  2.  (a)  Ix)aded  (via  any  route)  so  that  the  home  road  will  par- 
ticipate in  the  freight  rate;  (f>)  Loaded  to  the  road  from  which 
originally  received,  if  such  loading  is  in  the  direction  of  the 
home  road,  but  not  otherwise;  (c)  Loaded  to  an  intermediate 
road  in  the  direction  of  the  home  road;  (d)  Loaded  in  local 
service  in  the  direction  of  any  junction  point  with  the  home 
road;  (e)  Cars  may  be  loaded  locally  in  an  opposite  direction 
from  the  home  road  or  home  route  if  to  be  loaded  according 
to  Rule  2--a,  h,  or  c. 

3.  (a)  Empty  cars  belonging  to  a  system  having  a  direct  con- 
nection must,  subject  to  3-6,  be  delivered  to  such  connection 
regardless  of  whence  they  came;  (b)  The  car  owner  shall  have 
the  right  to  demand  the  return  of  his  empty  cars  at  the 
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but  is  often  evaded  when  each  road  needs  to  have  possession 
of  all  its  equipment. 

2.  Separate  and  distinct  from  the  car  service  rules  is 
the  Code  of  Per  Diem  Rules.  A  signed  agreement  between 
the  subscribing  railways  binds  them  to  the  terms  governing 

■ 

settlement  for  the  use  of  foreign  cars  as  stated  in  the  code. 
A  notice  of  three  months  must  be  given  before  any  member 
may  withdraw  from  this  agreement.  Formerly,  the  pay- 
ment for  the  use  of  foreign  cars  was  made  on  a  mileage 
basiSy  but  under  this  method  cars  could  be  side-tracked  or 
used  for  storage  purposes  without  obliging  the  holding  road 
to  pay  for  their  use  or  detention.  As  a  result,  the  present 
per  diem  principle  was  substituted  on  July  1,  1902.  In- 
adequate though  it  has  been  in  times  of  car  shortage,  car 
performance  has  been  improved  and  cars  have  been  re- 
turned more  promptly  than  prior  to  its  adoption. 

At  various  times  the  rate  of  per  diem  has  been  changed. 
The  original  charge  was  twenty  cents  per  car  per  day.    On 

junction  point  where  delivered  loaded;  (c)  Empty  cars  may 
be  sent  in  an  opposite  direction  from  the  home  road  or  home 
route  if  to  be  loaded  according  to  Rule  2-a,  5,  or  c;  (d)  Empty 
cars  may  be  delivered  to  connecting  road,  switching  or  other- 
wise, to  be  loaded  in  accordance  with  Rule  2-a,  h,  or  c,  but 
not  otherwise;  (e)  When  necessary  to  return  cars  empty  be- 
longing to  roads  other  than  direct  connections,  they  may  be 
delivered  to  the  road  from  which  received;  (/)  When  it  is  de- 
sired to  short-route  an  empty  foreign  car  home  the  car  may, 
with  the  consent  of  the  owner,  and  the  roads  over  which  the 
car  must  move  be  shortz-routed  at  a  reciprocal  rate  of  2^ 
cents  per  mile,  plus  bridge  and  terminal  arbitraries,  with  a 
minimum  of  100  miles  for  each  road  handling  the  car;  charges 
and  per  diem  to  be  paid  by  the  road  requesting  the  movement. 
4.  Cars  received  loaded  in  switching  service  must  be  confined  to 
switching  territory,  and  when  made  empty  must  be  returned 
to  the  owner,  if  a  direct  connection  within  that  territory,  or 
otherwise  to  the  road  from  which  received,  or  may  be  loaded 
in  accordance  with  Rule  2-a,  &,  <^  c. 
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October  26, 1905,  this  per  diem  charge  was  raised  to  twenty- 
five  cents,  while  the  penalty  or  extra  per  diem,  payable 
after  thirty  days,  was  reduced  to  seventy-five  cents.  In 
the  summer  of  1906,  even  this  proved  wholly  insufficient 
to  prevent  carriers  from  detaining  foreign  cars,  and  a 
new  agreement  providing  temporarily  for  a  fifty-cent-per- 
diem  charge  was  signed  by  about  two  thirds  of  the  roads 
on  November  9th  and  became  operative  on  December  1st. 
The  penalty  clause  was  abandoned,  because  it  had  proved 
ineflfective,  owing  to  the  practice  of  **  breaking  penalty  " 
by  transferring  cars  to  subsidiary  roads.  In  1908  the  rate 
was  again  reduced  to  twenty-five  cents  because  the  car 
shortage  problem  no  longer  existed,  and  several  New  Eng- 
land railways  which  habitually  received  more  loaded  cars 
from  beyond  the  Hudson  than  they  return,  served  notice 
of  withdrawal  from  the  existing  agreement.  In  1910  a 
rate  varying  from  thirty  to  thirty-five  cents  in  different 
seasons  of  the  year  was  adopted. 

The  Code  of  Per  Diem  Rules,  as  enforced  in  1910, 
contains  seventeen  different  clauses.  Besides  Rule  No.  1, 
providing  for  a  thirty-cent-per-diem  charge  for  March, 
April,  May,  June,  and  July,  and  thirty-five  cents  for  the 
remaining  seven  months,  the  chief  provisions  are  contained 
in  Rules  3,  5,  15,  and  17.  Rule  No.  3  provides  that  a  road 
shall  have  the  right  to  demand  the  return  of  its  cars  in 
accordance  with  Rules  1,  2,  3,  or  4,  of  the  Code  of  Car 
Service  Rules  above  mentioned.  Rule  5  provides  that 
**  an  arbitrary  amount  for  each  car  in  switching  service 
may  be  reclaimed  by  the  switching  line  from  the  road  for 
which  the  service  was  performed."  Rule  15  permits  one 
carrier  to  institute  an  *'  embargo  "  against  any  specified 
traffic  offered  by  a  connection,  but  stipulates  that  it  must 
receive  cars  already  loaded  with  such  traffic  at  the  time  the 
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notice  is  served  and  also  ears  loaded  within  twenty-four 
hours  thereafter.  The  final  rule  establishes  an  arbitration 
committee  of  five  members  whose  duty  it  is  to  interpret 
the  rules  of  the  agreement  and  settle  all  disputes  arising 
under  them.  The  expenses  are  first  paid  by  the  American 
Railway  Association,  but  are  then  billed  to  the  parties  con- 
cerned in  the  dispute. 

This  per  diem  code  has  been  subscribed  to  by  practically 
all  the  large  railway  companies  of  the  United  States  and 
Canada.  Modifications  of  the  general  code  are  now  made 
by  but  a  small  number  of  its  subscribers,  the  chief  of  which 
are  the  Boston  &  Maine,  Maine  Central,  and  Central  New 
England.  As  long  as  the  roads  subscribing  to  the  agree- 
ment are  burdened  with  a  surplus  of  cars  its  provisions  are 
effective.  Its  great  weakness  lies  in  that  a  per  diem  charge 
of  thirty  cents,  or  even  of  fifty  cents,  does  not  prevent  car 
diversion  when  the  home  road  most  needs  its  cars. 

The  per  diem  charge  is  in  the  nature  of  a  penalty — 
it  aims  to  induce  the  return  of  cars  to  their  owners.  It  is 
not  regarded  as  a  recompense  to  the  owner  for  the  revenue 
which  the  car  would  earn  if  it  were  at  home;  it  barely 
covers  the  interest  on  the  capital  invested  in  the  car.  Con- 
sequently when  in  times  of  dense  trafiic  a  car  can  earn 
six  dollars  or  more  per  day,  many  carriers  are  quite 
willing  to  paCy  the  per  diem  and  '*  confiscate  "  the  cars. 
Moreover,  to  increase  the  charge  greatly  is  a  delicate  pro- 
cedure. With  the  present  low  per  diem,  railway  companies 
sometimes  accuse  one  another  of  not  building  a  fair  share 
of  cars;  yet  many  roads  would  doubtless  refuse  to  sub- 
scribe to  a  code  providing  a  heavy  charge,  and  fear  has 
been  expressed  that  it  would  seriously  interfere  with 
through  shipments. 

Aside  from  promulgating  the   Code  of  Car  Service 
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Rules,  and  the  Code  of  Per  Diem  Rules,*  the  American 
Railway  Association  is  influential  in  various  other  ways. 


RETURlT  CARD. 


Car  No 

from Ry., 

to Ry., 

for  the  following  defects 

Intpector. 

Form  1. 


It  has  a  standing  **  Committee  on  Relations  between  Rail- 
roads," which  devotes  its  attention  particularly  to  ways 


M.  C.  B.  Defect  Card. 
(Name  of  Road,) 

Date 

Car  specified  below  will  be  received 
at  any  point  on  this  company's  line 
with  the  following  defects 


Car  No Initials . 

Inspector  at. 


Form  2. 

and  means  of  improving  car  efficiency,  and  makes  recom- 
mendations to  the  association.     It  gathers  most  valuable 

*  The  agreement  of  November  9,  1906,  was  arranged  by  the  indi- 
vidual carriers, 
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data  as  to  car  supply,  shortage,  surplus,  performance,  and 
similar  matters.  These  statistics  will  be  of  importance  in 
future  revisions  of  the  per  diem  and  car  service  rules.  The 
American  Railway  Association  also  considers  the  recom- 
mendations made  to  it  by  the  Association  of  Transporta- 
tion and  Car  Accounting  Officers,  Master  Car  Builders  As- 
sociation and  other  railroad  associations. 

3.  The  Code  of  Rules  of  the  Master  Car  Builders 
Association,  as  revised  in  June,  1908,  governs  the  practices 
of  railways  as  to  the  maintenance  and  repairs  of  foreign 
cars,  and  among  the  136  rules  of  the  code  may  be  found 
the  provisions  that  each  road  shall  give  the  same  care  to 
foreign  cars  that  it  does  to  its  own,  that  each  is  responsible 
for  damages  done  by  unfair  usage,  accident  or  improper 
repairs,  and  that  cars  must  be  accepted  if  in  safe  and 
serviceable  condition  when  offered  by  a  connecting  road. 
Provision    is    made    for    the    posting    of    retutm    cards 


FROM 

.R.  R. 

TO 

R.  R. 

VIA 

Car  No Initials ' 

to  be  ahoDDod  for 

(Head  of  Car  Department.) 

Form  4. 


(Form  1),  giving  reasons  for  the  rejection  of  any  car; 
of  defect  cards  (Form  2),  stating  all  defects  at  the 
time    the    car    is    received;    repair   cards    (Form    3)    in 
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three  parts,  enamerating  the  repairs  made  by  the  foreign 
road:  one  for  the  party  making  the  repairs,  one  to  be  at- 
tached to  the  bill,  and  a  third  to  be  tacked  to  the  ear;  and 
home  cards  (Form  4)  which  shall  be  attached  to  worn- 
out  and  damaged  cars  in  case  their  owner  elects  to  have 
them  returned.  Detailed  provision  is  also  made,  and  forms 
provided  {Forms  5  and  6),  as  to  the  exact  charges  allow- 
able when  repairs  are  made  to  a  foreign  car.  Over  500 
railway  companies  and  car  owners  have  thus  far  adopted 
the  Master  Car  Builders  Code  of  Rules, 

The  most  recent  innovation  in  the  matter  of  interchange 
of  cars  was  introduced  in  January,  1907,  when,  through  the 
medium  of  the  committee  on  car  efficiency  of  the  Americaa 


FoRu  5. 

Railway  Association,  the  American  Railway  Clearing 
House  was  formed.  Its  objects  are  fivefold — to  clear  car 
accounts  between  railroads  subscribing  to  the  arrangement ; 
to  keep  records  of  the  interchange  of  cars  for  the  benefit  of 
car  owners;  to  arrange  for  an  equal  interchange  of  cara 
under  the  per  diem  system  between  lines  desiring  to  adopt 
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such  a  plan;  to  arrange  for  the  pooling  of  cars  between 
roads  desiring  to  contribute  a  portion  of  their  equipment 
to  such  a  pool;  and,  in  a  general  way,  to  promote  the 
efficiency  of  cars. 

The  chief  work  the  Clearing  House  has  thus  far  accom- 
plished is  in  the  clearing  of  car  accounts.  It  now  handles 
the  per  diem  and  mileage  settlements  for  eighty-five  rail- 
way and  car  companies,  the  largest  of  which  are  the  Harri- 
man  Lines — the  Union  Pacific,  Southern  Pacific,  Oregon 
Short  Line,  Oregon  Railroad  &  Navigation  Company,  Cen- 
tral Pacific — the  Delaware  &  Hudson  Lines;  Baltimore  & 
Ohio;  Chicago  &  Alton;  Chicago,  Rock  Island  &  Pacific; 
Iowa  Central ;  Kansas  City  Southern ;  Norfolk  &  Western ; 
and  the  Wheeling  &  Lake  Erie. 

Though  the  Clearing  House  has  not  thus  far  succeeded 
in  forming  a  car  pool,  the  fact  that  the  pooling  idea  is 
being  seriously  considered  by  numerous  practical  railroad 
officials,  and  that  a  definite  attempt  has  been  made,  is  sig- 
nificant. The  plans  urged  include  three  limited  car  pools, 
each  with  separate  membership,  a  box  car  pool,  gondola  car 
pool,  and  a  coal  car  pool.  Under  the  proposed  plan  the 
cars  contributed  by  the  members  of  the  agreement  would 
have  the  nature,  of  **' legal  tender  *'  currency — they  would 
be  used  indiscriminately  by  the  members  and  each  com- 
pany *s  daily  quota  of  cars  would  be  maintained  from  the 
common  supply. 

The  establishment  of  one  or  more  car  pools,  each  in- 
cluding all  the  railways  in  the  United  States  in  its  mem- 
bership would  be  a  most  difficult  task,  although  a  logical 
step  to  take.  As  great  railroad  systems  have  severally 
grown  up  each  has  developed  a  company  car  pool  of  large 
proportions.  The  Harriman  Lines,  the  Vanderbilt  Roads, 
the  Pennsylvania  System,  the  Southern  Railway,  each  as- 
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signs  a  certain  part  of  its  cars  for  use  in  through  traffic ;  and, 
as  a  matter  of  fact,  each  great  system  pools  its  entire  equip- 
ment. Thus,  cars  under  a  single  management  are  operated 
over  lines  1,000  to  2,500  miles  long,  forming  parts  of  a 
system  including  10,000  to  30,000  miles  of  line,  and  serving 
more  or  less  exclusively  large  sections  of  the  country. 

The  amalgamation  of  the  company  pools  into  one  or 
more  huge  country-wide  pools  is  considered  by  many  to 
be  a  possibility  to  be  realized  in  the  early  future.  If  this 
can  be  done,  it  will  no  doubt  increase  the  efficiency  of  rail- 
way equipment,  reduce  the  costs  of  transportation,  and 
enable  the  carriers  to  give  the  public  a  better  service  in 
times  of  heaviest  traffic ;  but  the  difficulties  to  be  overcome 
in  bringing  all  the  freight  cars  owned  by  the  railways  in 
the  United  States  under  a  single  management  seem  at  pres- 
ent insuperable. 
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CHAPTER   XI 
CAR  SERVICE  AND  EFFICIENCY 

IV.    DEMURRAGE  AND  RECIPROCAL  DEMURRAGE 

"  Free  time "  and  demurrage  charges — "  Twenty-four-hour  average 
contracts" — State  demurrage  laws — The  National  Car  Demur- 
rage Rules — Track  storage  charges — Work  of  car  service  asso- 
ciations, map  and  forms — Demurrage  and  reciprocal  demurrage 
laws — References. 

I.      DEMURRAGE 

A  PROMINENT  factor  affecting  car  efficiency  is  the  deten- 
tion of  freight  cars  by  shippers  and  consignees.  As  stated 
in  a  previous  connection,  one  of  the  causes  of  car  shortage, 
even  in  spite  of  all  the  precautions  taken  by  the  carriers,  is 
the  time  consumed  in  loading  and  unloading  cars.  To 
prevent  undue  detention,  the  carriers  commonly  impose  a 
so-called  demurrage  or  car  service  charge. 

The  usual  practice  of  all  the  bureaus  having  charge  of 
car  service  is  to  grant  a  **  free  time  ''  of  forty-eight  hours, 
and  thereafter  charge  demurrage  at  the  rate  of  $1  per  car 
per  day.  The  general  rule  as  to  storage  on  less  than  car- 
load lots  in  the  West  and  South  is  five  cents  per  ton,  or 
fraction  thereof,  per  day,  after  forty-eight  hours.  East 
of  the  ^lississippi  and  north  of  the  Ohio  it  is  generally 
arranged  by  the  traffic  department  and  th«  rates  are  nu- 
merous and  variable.  On  cars  placed  between  7  a.m.  and 
12  noon,  free  time  usually  does  not  begin  until  7  a.m.  of 
the  day  following,  and  on  cars  placed  between  12  noon 
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and  7  a.m.  it  does  not  begin  until  12  noon  following,  so 
that  the  actual  free  time  is  frequently  longer  than  forty- 
eight  hours.  Free  time,  moreover,  is  extended  in  case  of 
interference  by  weather,  delayed,  or  improper  notice  and 
railroad  errors  or  omissions. 

There  were,  until  recently,  modifications  of  this  general 
practice  because  of  special  business  conditions,  legal  enact- 
ments, and  for  other  reasons.  In  the  territory  coming 
within  the  jurisdiction  of  the  Philadelphia  Car  Demurrage 
Bureau,^  for  instance,  an  additional  forty-eight  hours  was 
allowed  for  sampling,  inspecting  and  selling  wheat,  com, 
oats,  barley,  malt,  rye,  mill  feed,  cerealine,  maizone,  malt 
sprouts,  hay  and  straw  when  sold  subject  to  the  rules  of 
the  Commercial  Exchange  of  Philadelphia,  and  perishable 
fruits,  vegetables,  and  berries  sold  subject  to  the  rules  of 
the  Produce  Exchange.  An  additional  twenty-four  hours, 
or  as  much  time  as  may  be  consumed,  was  allowed  on  cars 
containing  pig  iron,  scrap  iron,  and  ore  which  is  analyzed 
before  unloading ;  and  an  additional  twenty-four  hours  was 
allowed  on  tank  cars  containing  cylinder  oil.*  The  rules, 
moreover,  did  not  apply  to  cars  loaded  with  company 
material,  with  coal  or  coke  shipped  to  a  port  for  delivery 
direct  to  vessels,  or  to  be  stored  for  shipment  by  vessels, 
or  with  freight  for  export  or  coastwise  movement.  They 
did  not  apply  to  empty  cars  for  loading  coal  and  ore  at 
mines  or  mine  sidings ;  or  coke  at  coke  ovens.  At  present, 
as  is  common  throughout  the  United  States,  they  do  not 
apply  to  cars  loaded  with  live  stock,  to  private  ears"  on 
private  tracks,  to  freight  for  transshipment  to  vessels,  and 


*  P.  R.  R.  Co.,  Demurrage  Rules  and  Regulations.    G.  D.— I.  C.  C. 
No.  19  (Apr.  15,  1908). 

*  Ibid.,  Supplement  of  Sept.  25,  1908. 
'  See  footnote  on  page  198. 
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to  empty  cars  for  loading  coal  at  mines  or  mine  sidings^ 
or  coke  at  coke  ovens.  Live  stock  is  exempt,  because  the 
length  of  time  which  cattle  remain  in  cars  is  usually  fixed 
by  law;  and  private  cars  on  private  tracks  are  exempt 
by  order  of  the  Interstate  Commerce  Commission.^  Aside 
from  these  exceptions,  the  general  rule  of  forty-eight  hours 
has,  since  April  1,  1910,  been  applied  to  all  commodities 
not  exempted  by  state  statute. 

Provision,  however,  is  usually  made  for  so-called 
'*  twenty-four-hour  average  contracts."  The  carrier  and 
shipper  enter  into  a  special  contract,  and  the  shipper  is 
credited  with  whatever  time,  within  twenty-four  hours,  that 
he  does  not  use  and  is  debited  with  any  excess.  (Form  1.) 
The  average  for  the  month  is  the  basis  for  settlement.  As 
is  generally  provided  in  the  rules  of  the  car  demurrage 
bureaus:  *'  Agents  will  each  day  render  reports  of  the  cars 
loaded  and  unloaded  by  those  operating  under  such  average 
contract,  and  if  the  average  time  exceeds  twenty-four  hours 
per  car  in  the  calendar  month  the  excess  detention  will  be 
charged  at  the  rate  of  $1  per  car  per  day.'*  The  average 
contract  is  usually  entered  into  only  by  large  shippers  who 
do  not  consider  a  car  load  as  a  fair  unit  of  shipment. 

In  fifteen  states  the  general  demurrage  rule  has  been 
modified  by  statute.  Alabama,  Kansas,  Minnesota,  Mis- 
souri, Texas,  North  Carolina,  Ohio^  and  Virginia  have  ex- 
tended the  free  time  to  seventy -two  hours  in  the  case  of 
specified  classes  of  freight  or  cars  of  prescribed  capacity. 
In  Connecticut  and  Vermont  the  free  time  on  all  intra- 
state freight  is  fixed  at  ninety-six  hours,  and  in  New  Jersey 
and  South  Carolina  at  seventy-two  hours.    In  Florida  the 

*  Since  the  above  was  written,  the  commission  has  ruled  that  pri- 
vate cars  on  private  tracks  are  not  exempL  I.  C.  C.  Reps.,  Dec.  13, 1910. 
Plocter  and  Gamble  Co.  va,  Cincinnati,  Hamilton  and  Dayton  Ry. 
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free  time  on  certain  kinds  of  freight  is  fixed  at  from 
seventy-two  to  ninety-six  hours,  and  in  Louisiana  at  from 
ninety-six  hours  to  ten  days. 

The  demurrage  charge  in  Arkansas,  Kansas,  and  South 
Dakota  is  fixed  at  $5  per  car  per  day,  in  Oregon  at  $2,  and 
the  Texas  statute,  since  declared  unconstitutional,  provided 
for  a  charge  of  $25.  The  railroad  commissions  of  thirteen 
states  have  promulgated  demurrage  rules,  and  six  addi- 
tional state  statutes  provide  for  '*  reasonable  and  fair  dis- 
tribution." 

The  Interstate  Commerce  Commission^  as  well  as  sev- 
eral courts  have  held  that  these  state  demurrage  acts  are 
legally  applicable  only  to  intrastate  traflSc,  but  the  dif- 
ficulty of  distinguishing  what  is  intrastate  trafSc  causes 
the  carriers  in  some  of  these  states  to  apply  them  also  to 
interstate  freights.  Because  of  custom  and  the  laws  of 
Vermont  and  Connecticut,  free  time  throughout  New  Eng- 
land is  commonly  fixed  at  ninety-six  hours.  An  appeal 
has  been  made  by  various  New  England  mercantile  asso- 
ciations to  have  this  changed  in  order  that  the  National 
Code  of  Demurrage  Rules  may  go  into  effect.  The  prac- 
tice of  modifying  local  demurrage,  rules  to  meet  special 
conditions  and  the  state  regulations  have  greatly  ham- 
pered the  movement  for  uniformity.  Nevertheless,  in 
October,  1907,  the  American  Railway  Association  adopted 
a  general  **  Code  of  Car  Demurrage  Rules,"  *  the  adoption 
of  which  was  recommended  to  the  various  bureaus  subject 
to  such  changes  as  might  be  required  to  meet  local  condi- 
tions. This  code  was  amended  in  April  and  November, 
1908,  and  in  May,  1909;  and  on  January  27,  1910,  the 

»  WilBon  Produce  Co.  vs.  P.  R.  R.,  XIV  I.  C.  C.  Reps.,  170  (1908). 
'Interchange  of  Freight  Cars  and  Demurrage,  W.  F.  Allen,  BtU. 
IfUemaHanal  Railway  CoTigresSf  Jan.,  1910,  p.  229, 
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Association  substituted  a  new  uniform  ^  code  of  demurrage 
rules  that  had  been  approved  by  the  National  Association 
of  Railway  Commissioners  and  the  Interstate  Commerce 
Commission. 

This  code  of  **  National  Car  Demurrage  Rules  "  con- 
tains nine  rules.  Number  1  extends  its  scope  to  all  cars 
except  those  loaded  with  live  stock  and  empty  cars  at  mines, 
mine  sidings  or  coke  ovens.  Number  2  establishes  the  free 
time  for  all  loading  and  unloading,  except  into  vessels  for 
transhipment,  at  forty-eight  hours;  and  at  twenty-four 
hours  for  reconsignment  or  switching,  delivery  to  or  for- 
warding by  a  connecting  line,  and  for  cars  held  in  transit 
for  inspection  and  grading.  Number  3  fixes  the  method  of 
computing  time,  and  Numbers  4,  5,  and  6  provide  for  notice 
of  arrival  to  consignee  within  twenty-four  hours  after  ar- 
rival of  cars  and  billing  at  destination,  and  specify  the 
practice  in  case  of  inability  to  deliver  at  specially  designated 
places.  Number  7  fixes  the  charge  at  $1  per  car  per  day. 
Number  8  exempts  payment  in  case  of  weather  interference, 
cars  needlessly  bunched  by  error  of  the  carrier,  demand  of 
charges  in  excess  of  published  tariffs,  delayed  or  improper 
notice,  or  railroad  errors  and  omissions.  Rule  9  provides 
for  a  uniform  average  demurrage  agreement. 

These  National  Car  Demurrage  Rules  had  the  status  of 
the  previous  Code  of  Car  Demurrage  Rules,  and  were  sub- 
ject to  local  variations,  until  November  1,  1910,  when  they 
went  into  effect  quite  generally. 

II.      TRACK  STORAGE   CHARGES 

Some  railways  at  special  points  not  only  collect  demur- 
rage but  also  assess  **  track  storage  charges."    These  are 

*  Official  Railway  Equipment  Register ^  Feb.,  1910,  p.  15. 
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not  usually  regarded  as  demurrage,  but  as  a  special  penalty 
to  meet  unusual  conditions,  and  are  not  as  a  rule  assessed 
by  the  regular  demurrage  bureaus,  but  by  the  carriers  them- 
selves*. One  of  the  leading  instances  of  track  storage  charges 
is  found  at  the  great  fruit  and  produce  yard  of  the  Penn- 
sylvania Railroad  at  Pittsburg.  The  practice  arose  among 
the  dealers  of  selling  about  eighty-five  per  cent  of  their 
pfoduce  from  the  cars.  The  advantage  of  using  the  cars 
as  warehouses  was  so  great  that  traders  could  easily  afford 
to  pay  the  usual  demurrage  of  $1  per  car  per  day  after  the 
expiration  of  forty-eight  hours.  This  method  of  doing 
business  defeated  the  purpose  of  demurrage,  and  caused 
serious  congestion  in  the  freight  yard. 

To  remedy  this  situation  the  Pennsylvania  Railroad 
Company,  in  1902,  filed  with  the  Interstate  Commerce  Com- 
mission a  track  storage  tariff  *  providing  for  the  payment, 
in  addition  to  the  regular  demurrage  charge,  $1  per  car 
per  day  for  the  first  two  days  of  detention  longer  than 
forty-eight  hours,  $3  for  the  next  two  days,  and  $4  for 
each  succeeding  day.  The  charges  were  paid  until  May, 
1907,  when  the  state  legislature  enacted  a  statute  fixing  the 
maximum  car  service  charges  at  $1  per  day  and  the  free 
time  at  forty-eight  hours.  After  the  enactment  of  this 
law  the  matter  was  taken  before  the  Interstate  Commerce 
Commission "  which  held  that  the  track  storage  charges 
*'  represent  a  perfectly  legitimate  attempt  to  prevent  the 
abuse  of  cars  and  terminal  facilities,*'  and  that  the  state 
law  does  not  affect  interstate  traffic. 

A  similar  tariff  of  track  storage  charges,  applicable  to 
all  commodities  except  coal  and  coke,  prevails  at  those  rail- 
way yards  in  New  York  City  at  which  track  delivery  of 

>  Pennsylvania  Railroad  Track  St/>rage  TariflF,  I.  C.  C.  No.  77. 
» Wilson  Produce  Co.  V8.  P.  R.  R.,  XIV  I.  C.  C.  Reps.,  170  (1908). 
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List  or  Car  Service  AssoaATioNs,  September  15^  1910 

[1)  Central  New  York  Car  Demurrage  Bureau. 

[2)  New  York  and  New  Jersey  Car  Service  Association. 

[3)  Northeastern  Pennsylvania  Car  Demurrage  Bureau. 

[4)  Philadelphia  Car  Demurrage  Bureau. 

[5)  Baltimore  and  Washington  Car  Demurrage  Bureau. 

[6)  Pittsburg  Car  Demurrage  Bureau. 

[7)  Western  New  York  Car  Demurrage  Association. 
'8)  Cleveland  Car  Demurrage  Bureau. 
'9)  Columbus  Car  Demurrage  Bureau. 
10)  Virginia  and  West  Virginia  Demurrage  Bureau. 
.1)  North  Carolina  Car  Service  Association. 

12)  Southeastern  Demurrage  Bureau. 

13)  Alabama  Demurrage  and  Storage  Bureau. 
[4)  Southern  Demurrage  and  Storage  Bureau. 
.5)  Memphis  Demurrage  and  Storage  Bureau. 
16)  Nashville  Demurrage  and  Storage  Bureau. 

)  East  Tennessee  Demurrage  and  Storage  Bureau. 

18)  Louisville  Car  Service  and  Storage  Department. 

[9)  Cincinnati  Car  Demurrage  Bureau. 

[20)  Toledo  Car  Demurrage  Bureau. 

[21)  Indiana  Car  Demurrage  Bureau. 

[22)  Michigan  Car  Demurrage  Bureau. 

[23)  Chicago  Demurrage  Bureau. 

[24)  Illinois  and  Iowa  Demurrage  Bureau. 

[25)  Wisconsin  Demurrage  Bureau. 

[26)  Lake  Superior  Car  Service  Association. 

[27)  Missabe  Range  Car  Service  Association. 

[28)  Northern  Demurrage  Bureau. 

[29)  Central  Demurrage  and  Storage  Bureau. 

[30)  Missouri  Valley  Demurrage  and  Storage  Bureau. 

[31)  Western  Demurrage  Bureau. 

[32)  Texas  Car  Service  Association. 

[33)  Colorado  Demurrage  Bureau. 

[34)  Intermountain  Demurrage  Bureau. 

[35)  Montana  Demurrage  Bureau. 

[36)  Pacific  Car  Service  Bureau. 

[37)  Pacific  Northwest  Demurrage  Bureau. 

[38)  Canadian  Car  Service  Bureau  (British  Columbia  Branch). 

[39)  Canadian  Car  Service  Bureau  (Western  Lines). 

[40)  Canadian  Car  Service  Bureau  (Eastern  Lines). 
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car-load  freight  is  made.  In  addition  to  the  usual  car 
demurrage,  $1  per  car  per  day  is  assessed  on  the  third  day 
after  expiration  of  free  time,  $2  on  the  fourth  day,  $3  on 
the  fifth,  $4  on  the  sixth,  and  $5  on  each  succeeding  day. 
These  charges  were  likewise  upheld  by  the  Interstate  Com- 
merce Commission.^  A  similar  practice  exists  among  the 
carriers  dealing  with  the  fruit  and  produce  shippers  of  the 
Pacific  Coast. 

III.      THE  WORK  OF   CAR  SERVICE  ASSOCIATIONS 

Car  demurrage  twenty  years  ago,  if  charged  at  all,  was 
assessed  by  each  road  individually.  The  desire  for  in- 
creased car  performance,  however,  resulted  in  the  organiza- 
tion of  the  first  demurrage  bureau  in  1887  by  the  railways 
centering  at  Omaha,  and  the  idea  was  rapidly  taken  up 
by  other  companies.  Gradually  these  bureaus  undertook 
other  services  than  that  of  increasing  car  mileage;  they 
sought  to  reduce  car  detention  as  being  unfair  to  those 
shippers  unable  to  secure  needed  cars;  they  endeavored 
to  decrease  congestion  in  terminals ;  and  they  brought  about 
a  reduction  in  switching  expenses.  The  number  of  asso- 
ciations grew  rapidly,  and  upon  the  first  day  of  November, 
1910,  there  were  thirty-seven  car  service  associations  or 
demurrage  bureaus  in  the  United  States  and  three  in  Can- 
ada.   (See  Map  1.)    Some  associations  were  then  abolished. 

The  association  or  bureau  is  concerned  with  the  cars 
only  from  the  time  they  are  placed  at  the  disposal  of  the 
shipper  or  consignee  until  they  are  loaded  or  unloaded. 
Its  work  is  to  compute  the  demurrage  which  the  shipper 
or  consignee  owes,  and  to  inform  the  carrier  of  the  amount 

>  N.  Y.  Hay  Exchange  Association  vs.  P.  R.  R.  et  <d.,  XIV  I.  C.  C. 
Reps.,  178  (1906). 
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due;  the  carrier  attends  to  the  collection  and  informs  tlie 
bureau  as  to  amounta  received. 

The  practice  of  the  Virginia  and  West  Virgioia  Demur- 
rage Bureau  may  be  regarded  typical.  As  the  freight 
cars  arrive  or  depart,  the  agents  at  the  various  yards  make 
notations  in  the  handbooks  with  which  they  arc  provided, 
and  the  required  information  is  then  transferred  to  the  per- 
manent books.    Each  agent  is  provided  with  the  prescribed 
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forms  of  the  demurrage  bureau  and  is  obliged  to  report 
daily  on  Form  No.  2  all  cars  that  have  become  subject  to  the 
car  service  rules  during  the  twenty-four  hours  ending  at 
6  P.M.  The  report  states  the  initials,  number  and  contents 
of  the  cars,  the  time  when  they  arrived,  were  ordered,  placed 
and  released,  the  amount  of  detention,  and  the  demurrage 
charges  accrued. 

Four  times  each  month,  on  Form  3  the  agents  make 

a  report  of  all  demurrage  charge's  collected ;  and  on  the 

last  day  of  each  month  they  make  a  monthly  report  on 

Fonu  4  of  all  uncollected  demurrage.    A  special  form  is 
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also  provided  for  reports  of  the  total  number  of  cars 
handled  and  total  days  of  detention  by  consignees  work- 
ing under  twenty-four  hour  average  contracts. 

VIRGINIA  AND  WB8T  VIPOINIA  DBMURRAOB  BClQflUtl 
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Form  3. 

The  bill  for  car  service  is  submitted  to  the  shipper  or 
consignee  by  the  Station  Agent  who  has  no  authority  to  alter 
or  waive  the  demurrage  rules,  and  none  but  the  Manager 
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of  the  bureau  may  extend  the  free  time  granted  to 
a  shipper,  and  he  may  do  so  only  on  the  grounds  above 
mentioned.    The  enforcement  of  the  rules  is,  therefore,  in 
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the  hands  of  a  semi-independent  organization  which  rep- 
resents all  the  carriers  members  of  it.  Carriers  know  they 
cannot  violate  rules  without  knowledge  of  the  bureau,  and 
shippers,  knowing  demurrage  is  controlled  by  the  bureau,, 
do  not  expect  carriers  to  grant  them  favors.  Form  5  is  a 
bill  for  demurrage  due  under  the  average  contract  plan. 
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The  jurisdiction  of  the  bureaus  extends  over  most  af 
the  United  States  and  Canada.  In  a  few  regions,  however, 
there  are  no  bureaus,  notably  in  New  England,  Arkansas, 
and  most  of  Wyoming.  In  New  England  there  was  a 
bureau  until  1908,  when  it  was  abolished.  In  such  regions 
the  carriers  do  their  ovm.  assessment,  and  enforce  their 
own  rules  as  they  see  fit.  The  code  of  car  service  rules  of 
the  American  Railway  Association,  moreover,  provides  that 
at  points  not  covered  by  the  rules  of  a  car  demurrage 
bureau,  or  by  statute,  demurrage  should  be  charged  under 
the  terms  of  the  National  Car  Demurrage  Rules  ap- 
proved by  the  American  Railway  Association.  These  rules 
provide  for  the  usual  charge  of  $1  per  car  per  day  after 
the  expiration  of  forty-eight  hours. 
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In  the  region  east  of  Chicago  and  north  of  the  Ohio 
the  railroads  have  recently  decided  that  demurrage  bureaus 
are  no  longer  necessary,  and  each  company  began  to  com- 
pute its  own  demurrage  on  November  1,  1910.  The  bureaus 
throughout  the  remainder  of  the  country  are  still  active. 

IV.     DEMURRAGE   AND   REOIPROCi\i.   DEMURRAGE  LAWS 

During  recent  years,  demurrage  rules  have  been  modi- 
fied by  law  in  numerous  states.  As  was  mentioned  above, 
a  number  of  state  statutes  have  been  enacted  to  increase 
the  free  time  granted  to  shippers  and  a  few  to  increase  the 
charge.  A  number  of  others  merely  legalize  the  customary 
rule  of  $1  per  car  per  day,  with  forty-eight  hours  free  time. 
In  all,  twenty -one  states  have  laws  regulating  shippers' 
demurrage. 

In  twenty-one  states,  moreover,  as  is  shown  in  the  accom- 
panying map  (No.  2),  there  are  statutes  which  provide  for 
**  reciprocal  demurrage.''  While  these  laws  usuaUy  reg- 
ulate shippers'  demurrage,  their  main  provisions  are  those 
imposing  a  penalty  upon  the  carriers  in  case  they  fail  to 
furnish  a  specified  number  of  cars  within  a  stated  time, 
to  haul  the  cars  a  prescribed  minimum  number  of  miles 
per  day,  and  to  deliver  the  cars  within  a  stated  time. 

Owing  to  the  industrial  depression  and  car  surplus  of 
1907  to  1910,  the  carriers  have  not  as  yet  been  seriously 
burdened  by  these  statutes,  and  their  legality  has  not  been 
finally  decided.  An  earlier  Texas  statute  was  declared  un- 
constitutional,^ for  its  penalty  was  so  severe  as  to  impose 
burdens  upon  interstate  commerce,  but  a  new  statute  was 
enacted  in  1907.  The  provisions  of  state  reciprocal  demur- 
rage laws,  of  course,  are  applicable  only  to  intrastate  traffic. 

■  HouBton  and  Texas  Central  Railroad  m.  Mayes,  201 U.  S.,  321 . 
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Demurrage  laws,  it  should  be  noted,  are  scarcely  **  recip- 
rocal." They  attempt  to  compel  the  carrier  to  furnish  cars 
when  the  shippers  demand  them,  but  do  nothing  for  the  car- 
rier in  periods  of  dullness  when  his  cars  are  idle.  They  are 
rather  compulsory  car  service  laws,  to  which  the  term  de- 
murrage has  been  applied  because  of  the  analogy  between 
the  provisions  of  the  laws  and  the  demurrage  rules  enforced 
by  the  carriers  against  shippers  and  consignees. 

The  wisdom  of  such  statutes  is  questionable.  When 
there  is  a  surplus  of  cars  such  laws  are  unnecessary.  In 
times  of  car  shortage  the  most  that  can  be  required  of  rail- 
ways is  that  they  shall  fairly  apportion  their  equipment 
among  the  patrons  of  the  road;  and  the  enforcement  of 
such  a  general  requirement  is  distinctly  an  administrative 
problem  that  should  be  dealt  with  by  a  commission  with 
authority  to  regulate  the  services  as  well  as  the  charges  of 
railways. 

The  problems  of  car  service  and  efficiency  are  of  rela- 
tively recent  origin.  Little  was  heard  of  them  before  the 
great  expansion  of  railway  tonnage  during  the  first  decade 
of  the  present  century.  This  explains  why  the  car  service 
rules  have  not  been  uniform  among  all  railways  and  why 
the  observance  of  the  rules  has  not  been  stricter ;  the  same 
fact  accounts  for  the  opposition  of  the  public  to  car  service 
rules  and  for  the  enactment  of  laws  imposing  hard  and  fast 
requirements  upon  carriers.  It  now  seems  probable  that 
carriers  may  observe  uniform  regulations,  and  that  ship- 
pers and  consignees  will  realize  the  desirability  of  the  im- 
partial enforcement  of  such  rules.  Should  this  prove  true, 
public  interference  with  car  service  will  need  to  consist  only 
of  administrative  regulation,  the  primary  purpose  of  which 
will  be  the  prevention  of  unreasonable  discriminations. 
Moreover,  this  task  of  public  regulation  will  be  simplified  by 
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• 

every  decision  of  the  courts  defining  the  duties  of  the  car- 
riers and  the  rights  of  the  public  as  regards  car  service. 
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CHAPTER   XII 
SHIPPERS'   CARS   AXD   PRIVATE   CAR   UNE8 

llictorical  derelopmcDi  of  refrigerator  lines — Of  oil  taiik  Knei — Of 
stock  car  lines — Of  coal  and  ore  ears— Types,  number,  and  elassi- 
fieation  of  prirate  cars — Financial  arrangements  of  prirate  car 
owners  and  railroad  ooropanies — ^Refrigeration  charges — Seven 
complaints  against  private  cars — Four  arguments  favoring  use 
of  private  cars — Present  status  of  private  car  system — ^Refer- 
ences* 

I.      HIKTOSICAL  DEVELOPMENT 

AiyriiouGiiy  in  its  present  form,  the  private  car  problem 
has  existed  but  a  quarter  century,  private  cars  have  been 
operated  from  the  very  beginning  of  American  railways. 
There  are,  in  general,  three  historical  periods.  The. first 
begins  with  the  earliest  operation  of  railroads  and  lasts  but 
a  relatively  short  time.  It  is  the  period  during  which  the 
turnpike  theory  of  **  tolls  "  prevailed.  The  carrier  was  to 
provide  the  roadbed  and  motive  power,  while  the  shipper  or 
r?ar  company  supplied  the  cars.  The  car  owner  was  obliged 
to  pay  the  carrier  a  sum  fixed  by  law  or  by  agreement  for 
the  use  of  the  track  and  motive  power.  The  second  period 
is  that  of  the  early  fast  freight  lines,  and  extends  from 
about  1860  to  1875.  Many  of  these  freight  lines  were 
wparato  car  compani(»H,  owning  their  equipment,  and  are  to 
be  classed  as  a  form  of  private  car  companies.  They  will  be 
discussed  at  greater  length  in  a  later  chapter. 

The  third  period  extends  from  about  1880  to  the  present. 
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The  system  of  shippers'  cars  and  private  car  lines  that 
grew  up  during  these  years  is  similar  in  some  respects  to 
that  which  prevailed  in  the  days  of  railway  toll  roads,  but 
differs  from  it  in  at  least  two  fundamental  respects.  In 
the  first  place,  it  was  adopted  neither  because  of  any  theory 
as  to  the  functions  of  the  railway  nor  because  of  a  general 
need  for  cars,  but  primarily  to  meet  the  need  and  demand 
for  certain  special  equipment  cars  which  the  carriers  failed 
to  provide  for  the  movement  of  fresh  meats,  fruits,  vege- 
tables, petroleum,  live  stock,  poultry,  coal,  brewery  prod- 
ucts, and  other  like  commodities. 

The  other  difference  between  the  early  and  the  present 
period  is  that  car  owners  do  not  now  pay  toll  to  the  carrier 
for  the  use  of  the  roadbed  and  motive  power,  but  receive 
payment  from  the  carrier  for  the  use  of  the  special  equip- 
ment. Instead  of  hiring  the  carrier's  tracks,  the  carrier  now 
rents  cars  belonging  to  shippers  or  private  car  companies. 

Development  of  Refrigerator  Lines. — The  flrst  impor- 
tant advance  in  the  private  car  business  was  made  in  the 
construction  of  refrigerator  cars.  Many  serious  obstacles 
confronted  the  shippers  of  perishable  freight.  The  inven- 
tion of  a  successful  refrigerator  car  was  itself  a  task  of 
several  years'  duration.  In  the  early  sixties  the  Michigan 
Central,  for  the  purpose  of  carrying  fresh  meat  from  Chi- 
cago to  New  York  and  Boston,  fitted  some  box  cars  with  bins 
holding  from  two  to  three  thousand  pounds  of  ice.  Mr. 
W.  W.  Chandler,  of  the  Pennsylvania  Railroad,  was  like- 
wise experimenting  at  about  the  same  time  with  box  cars 
for  the  carriage  of  dairy  products.  In  1867  the  first  patent 
for  a  refrigerator  car  was  granted  to  Mr.  J.  B.  Sutherland, 
of  Detroit,  and  in  the  following  year  a  patent  was  granted 
to  Mr.  D.  W.  Davis,  of  Detroit,  for  the  well-known  ' '  Davis 
car."    A  Mr.  Hammond,  also  of  Detroit,  was  at  this  time 
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interested  in  the  refrigeration  of  meat  in  transit,  and  in 
1871  made  his  first  successful  shipment.  In  the  early  ex- 
periments meat  was  permitted  to  come  in  contact  with  the 
ice,  but  it  was  found  that  the  meat  became  discolored  and 
quickly  spoiled.  Then  the  meat  was  *  *  suspended  from  the 
rafters  and  ceiling,  but  when  the  car  was  in  motion  and 
going  around  curves  the  halves  of  meat  were  set  swinging 
and  communicated  their  motion  to  the  car.  Several  wrecks 
occurred  which  were  attributed  to  this  cause,  and  the  hos- 
tility of  the  railroads  was  awakened."  The  next  step  was 
to  partition  off  one  end  of  the  car  as  an  ice  bunker,  and  the 
inventors  were  then  on  the  road  to  success,  although  not 
until  several  years  later  was  it  discovered  that  successful 
refrigeration  depends  mainly  upon  providing  for  a  circula- 
tion of  air  over  the  ice  and  the  meat. 

**  A  draught  of  air  passing  through  a  bunker,  or  ice 
chest,  in  the  upper  corner  of  a  car  becomes  chilled,  so  that 
it  is  heavier  than  the  air  which  it  meets,  and  consequently  it 
drops  down,  circulating  through  the  car,  and  finally,  after 
it  has  lost  its  chill  and  becomes  lighter  than  the  incoming 
current,  rises  and  passes  out  of  the  ventilator.  Thus  a 
current  of  chilled  air  is  constantly  circulating  about  the 
meat,  which  is  securely  racked  and  does  not  touch  the  ice  at 
all.''* 

Similar  difficulty  was  found  in  the  refrigeration  of  fruit 
in  transit.  In  1866  Mr.  Parker  Earle,  of  Cobden,  III,  used 
large  ice  chests  to  ship  fruit  by  express,  but  the  method  was 
too  expensive.  One  half  of  a  car  load  shipped  in  a  Davis 
car  in  1868  was  frozen  and  the  remainder  was  unequally 
cooled ;  and  two  car  loads  shipped  in  meat  cars  of  the  Michi- 
gan Central  were  spoiled  by  the  heat.     It  was  not  until 

^  J.  O.  Armour,  **  The  Packers,  the  Private  Car  Lines  and  the  People," 
p.  21. 
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1872  that  Mr.  Earle  made  a  successful  shipment.  He  made 
use  of  a  cooling  house,  the  principle  of  which  was  the  same 
as  that  of  the  large  '*  precooling  ''  establishments  recently 
erected  in  California.  The  extensive  shipment  of  fruit 
from  the  West  and  South  to  the  East  did  not  begin  until 
the  later  80 's,  after  the  principle  of  the  cold  draughts  of 
air  had  been  incorporated  in  the  construction  of  cars  for 
the  shipment  of  fresh  meats. 

After  the  refrigerator  car  was  invented,  new  obstacles 
to  their  use  arose.  Well-established  companies  had  for  some 
years  been  engaged  in  the  shipment  of  live  cattle  from 
Western  centers  to  Eastern  markets,  and  these  interests 
strongly  opposed  the  building  of  refrigerator  cars.  If  fresh 
meat  could  be  successfully  shipped  from  Chicago  to  the 
East,  their  business  would  decline;  indeed,  that  is  what 
later  occurred. 

The  private  refrigerator  car  lines  originated  because  the 
carriers  refused  to  construct  the  cars.  Some  railway  com- 
panies regarded  their  construction  as  a  hazardous  venture, 
and  others  pleaded  the  expense  involved  and  the  lack  of 
available  funds.  The  only  alternative  was  the  construction 
of  the  cars  by  the  shippers  themselves.  The  beginning  was 
made  by  Mr.  Swift.  Shortly  afterwards  Mr.  Armour  or- 
dered some  cars,  and  Nelson  Morris,  Cudahy,  and  Schwarz- 
schild  &  Sulzberger  soon  followed.  Mr.  Swift  and  Mr. 
Armour  began  constructing  private  cars  only  after  their 
requests  to  the  carriers  had  been  denied.  Moreover,  the 
sole  purpose  at  first  was  to  provide  themselves  with  cars 
for  the  shipment  of  their  own  meats.  Not  until  the  profits 
resulting  from  their  operation  became  manifest  were  the 
shippers'  cars  converted  into  private  refrigerator  car  lines 
engaged  in  the  carriage  of  meats  for  shippers  generally  as 
M'ell  as  for  the  owner  of  the  ear  line. 
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The  development  of  the  private  fruit  car  lines  was  simi- 
lar. The  first  private  fruit  cars  were  owned  by  shippers 
and  fruit  dealers  primarily  for  use  in  their  own  business. 
Then  came  the  fruit  car  lines,  carrying  fruit  for  the  car 
owner  and  for  other  shippers  as  well.  The  first  line  was 
established  in  1886  by  a  Detroit  inventor,  who  was  soon 
obliged  to  sell  his  equipment  to  Mr.  F.  A.  Thomas,  a  fruit 
and  produce  dealer  of  Chicago.  Soon  after  this  appeared 
the  Goodell  Line,  which  was  owned  by  Porter  Bros.,  a  Chi- 
cago  fruit  firm ;  and  then  the  Continental  Fruit  Express  of 
Mr.  E.  T.  Earl,  likewise  a  fruit  dealer.  By  this  time,  how- 
ever, the  Armour  and  Swift  car  lines  had  proved  so  profit- 
able in  the  meat  business  that  their  owners  entered  the  fruit 
business  on  an  extensive  scale.  The  other  lines  likewise 
made  a  business  of  carrying  fruit  for  the  public. 

Intense  competition  thus  arose.  The  California  Fruit 
Transportation  Company  was  absorbed  by  the  Swift  lines, 
and  the  Goodell  Line  and  the  Continental  Fruit  Express 
were  bought  by  the  Armour  lines.  The  independent  private 
fruit  lines  remaining  were  too  small  seriously  to  lessen  the 
control  held  by  the  Swift  and  Armour  lines.  The  Armour 
lines  carried  nearly  all  the  California  fruit  until  the  Santa 
F^  and,  later,  the  Harriman  lines  organized  subsidiary  car 
companies  of  their  own. 

Development  of  Oil  Tank  Lines, — The  origin  of  the  oil 
tank  car  lines  is  likewise  found  in  the  need  for  special  equip- 
ment and  in  the  early  refusal  of  the  carriers  to  provide  it. 
The  shipping  of  oil  in  barrels  loaded  in  box  cars  was  clearly 
inadequate,  and  the  logical  way  to  transport  oil  was  in  the 
now  commonly  known  cylindrical  tanks,  holding  from  80 
to  250  barrels.  The  refusal  of  the  carriers  to  build  them, 
except  to  a  limited  extent,  practically  obliged  the  large  ship- 
pers to  organize  lines  of  their  own,  the  original  purpose 
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being  to  use  the  cars  for  the  shipment  of  their  own  product 
The  Union  Tank  Line  Company,  the  subsidiary  of  the 
Standard  Oil  Company,  for  instance,  now  confines  itself  to 
the  products  of  the  parent  company,  and  has,  in  the  past, 
leased  only  such  of  its  cars  to  the  carriers  as  it  did  not  itself 
require.  The  withdrawal  of  some  325  of  its  cars  from  pub- 
lic use  on  the  Southern  Pacific  in  1901  caused  much  hard- 
ship among  the  independent  refineries  of  California. 

The  expense  involved  in  tank  car  construction  enabled 
only  the  largest  producers  to  establish  car  lines;  and  this, 
coupled  with  the  failure  of  the  railways  to  supply  the  nec- 
essary equipment,  gave  rise  to  much  dissatisfaction.  By 
far  the  largest  tank  line  is  the  Union  Tank  Line  Company, 
with  some  ten  thousand  cars.  Among  the  leading  minor 
lines  are  the  Pure  Oil  Company ;  Waters  Pierce  Company, 
another  Standard  Oil  concern ; .  Seaboard  Refining  Com- 
pany, Colonial  Tank  Line,  Crescent  Tank  Line,  and  the 
Qulf  Refining  Company. 

Tank  line  companies  have  also  been  organized  in  several 
other  industries;  there  are  various  cottonseed  oil  lines, 
numerous  chemical  companies  owning  tank  cars,  and  the 
H.  J.  Heinz  Pickle  Refrigerator*  Line,  which  operates 
between  forty  and  fifty  vinegar  and  pickle  tank  cars. 

Development  of  Stock  Car  Lines. — A  third  large  group 
of  private  car  lines  consists  of  those  belonging  to  stock  car 
companies.  Their  origin  is  similar  to  that  of  the  refrig- 
erator and  oil  tank  car  lines  in  that  the  stock  car  companies 
own  special  equipment  which  the  carriers  were  unwilling 
to  supply.  The  stock  car  lines,  however,  were  not  generally 
formed  by  shippers  who  wished  to  ship  their  own  product. 
There  are  instances  of  large  cattle  men  owning  cars ;  but  the 

'  Cars  leased  from  Armour  Car  Lines. 
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great  lines^  such  as  Street 's  Western  Stable  Car  Line  Com- 
pany, Mathews  Car  Company,  the  Doud  Stock  Car  Com- 
pany, the  Mather  Stock  Car  Company,  Burton  Car  Com- 
pany, Arms  Palace  Horse  Car  Company,  the  American 
Live  Stock  Transportation  Company,  and  Swift's  Live 
Stock  Express,  were  organized  for  the  profits  to  be  gotten 
by  leasing  special  equipment  either  to  the  carriers  or  to 
shippers. 

The  period  of  organization  of  the  stock  car  lines  ex- 
tended from  about  1880  to  1890.  Their  cars  are  equipped 
with  easy-riding  trucks,  feed  and  water  arrangements,  air 
brakes  and  couplers,  and  are  of  superior  construction,  suited 
especially  to  rapid  long-haul  service.  Mr.  A.  C.  Mather, 
inventor  of  the  Mather  car,  was  originally  actuated  solely 
by  humane  motives,  and  before  he  finally  organized  a  pri- 
vate line  spent  much  time  and  money  in  attempting  to 
induce  the  railways  to  build  ^'  palace  stock  cars."  The 
stock  car  companies  have  long  been  frowned  upon  by  the 
carriers,  as  they  more  nearly  compete  with  similar  equip- 
ment owned  by  the  railways  than  any  other  of  the  private 
car  companies. 

Live  poultry  and  double-decked  sheep  cars  are  of  less  im- 
portance in  the  private  car  problem  and  do  not  require 
special  discussion  in  this  connection. 

Development  of  Coal  and  Ore  Cars,  etc. — ^Coal  and  ore 
cars  were  primarily  built  by  the  shippers  for  their  own  use. 
At  first  it  was  largely  a  question  of  reducing  costs  by  the 
use  of  especially  constructed  dump  cars,  which  the  carriers 
did  not  always  provide.  Later  other  advantages  also  ap- 
peared. The  rental  paid  by  the  carriers  gave  a  fair  profit 
on  the  investment,  and  in  times  of  car  shortage  the  practice 
of  the  carriers  in  not  counting  the  private  cars  in  the  avail- 
able commercial  equipment  frequently  gave  a  competitive 
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advantage  to  the  owners  of  private  cars,  who  thus  had  their 
own  ears  and  also  their  full  share  of  the  cars  owned  by  the 
railways.  The  importance  of  this  advantage  is  seen  in  the 
fact  that,  since  the  Interstate  Commerce  Conmiission  ruled 
that  private  cars  must  be  included  in  the  quota  assigned 
each  mine  in  the  distribution  of  the  total  supply  of 
cars,  some  coal  car  owners  have  disposed  of  their  equip- 
ment. 

Types  of  Private  Cars. — There  are  many  types  of  pri- 
vate cars,  the  greater  portion  of  which  are  special  equipment 
cars.  The  leading  types  are  the  various  refrigerator  cars 
used  for  carrying  meats,  fruits,  vegetables,  dairy  products, 
and  brewery  products;  the  tank  cars  employed  to  carry 
petroleum,  cottonseed  oil,  chemicals,  vinegar,  and  other 
fluid  commodities;  palace  stock  cars,  and  poultry  cars. 
Lastly,  there  are  the  coal  and  ore  cars  which  originally  were 
special  equipment  cars,  but  no  longer  differ  from  those 
owned  by  the  carriers,  and  the  miscellaneous  box  cars  owned 
by  the  manufacturing  concerns. 

Total  Number  of  Private  Cars.— In  1902  Mr.  J.  W. 
Midgley  estimated  that  there  were  130,846  private  cars  in 
the  United  States,  the  number  and  value  of  the  several 
classes  of  cars  being  as  follows : 


Refrigerator 

Box 

Tank 

Stock 

Coal 

Flat 

(\imiture  and  Vehicle 

Poultry 

Unclassified 

Total 


Number. 


130,846 


Value  per  Car. 


54,522 

1800 

21,178 

500 

14,631 

600 

11,139 

600 

16,143 

500 

853 

450 

1,533 

600 

325 

800 

10,622 

500 

Total  ValuA. 


$43,617,600 

10,589,000 

8,718,600 

6,683,400 

8,071,500 

383,850 

919,800 

260,000 

5,311,000 


$84,554,750 
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It  was  estimated  by  Dr.  L.  D.  Weld  in  1906  that  there 
were  then  about  150,000  private  freight  cars.  There  were 
2,200,000  freight  cars  owned  by  the  carriers  in  1908.  The 
freight  equipment  in  1910  probably  includes  2,200,000  rail- 
way cars  and  about  155,000  private  cars. 

Classification  of  Private  Cars. — On  the  basis  of  owner- 
ship and  management,  these  cars  may  be  divided  into  two 
classes.  The  first  class,  known  as  shippers'  cars,  includes 
all  those  owned  by  the  shipper  and  ordinarily  used  for  the 
carriage  of  the  owner's  property.  Such  are  most  of  the 
coal,  ore,  manufacturers',  oil,  brewery,  and  fresh-meat  cars. 
The  second  class,  known  as  private  car  lines,  includes  those 
ordinarily  owned  by  private  car  companies,  who  lease  them 
to  the  carriers  or  to  shippers  for  general  use.  Such  are  the 
fruit,  dairy,  poultry,  and  stock  car  lines.  The  classification 
is  not  absolutely  clear-cut,  as  shippers'  cars  are  sometimes 
used  to  carry  products  other  than  those  of  the  car  owner, 
and  private  car  companies  sometimes  become  shippers  as 
well  as  car  owners.  The  fundamental  distinction,  however, 
IS  manifest. 

U.  FINANCIAL  ARRANGEMENTS  OF  PRIVATE  CAR  OWNERS 

The  private  car  owner  shipping  freight  in  his  own  car 
pays  the  same  freight  rate  as  he  would  pay  if  he  shipped 
his  goods  in  a  railway  car.  The  rate  is  paid  to  the  carrier, 
and  is  the  same  on  freight  shipped  in  private  cars  as  in  cars 
owned  by  the  carrier. 

In  the  absence  of  a  contract,  the  payment  made  by  the 
carrier  to  the  car  owner  is  based  upon  **  car  mileage."  For 
a  very  short  time  after  private  cars  were  introduced,  no 
mileage  rental  was  paid;  but  it  soon  became  a  common 
practice  for  the  railways  to  allow  mileage  on  the  loaded 
cars.     Tank  car  companies  were  even  obliged  to  pay  a 
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return  charge  to  the  railway  for  hauling  the  empty  cars. 
As  was  seen,  however,  most  of  the  early  private  car  owners 
were  shippers  as  well,  and  it  was  this  fact  and  the  compe- 
tition among  the  carriers  which  soon  resulted  in  the  aban- 
donment of  this  return  charge  and  the  adoption  of  the 
practice  of  paying  mileage  on  empty  as  well  as  loaded 
cars.  The  prevailing  rate  of  mileage  paid  by  one  rail- 
way to  another  for  the  use  of  foreign  cars  was  three 
quarters  of  a  cent  per  car  per  mile,  and  this,  with  few 
exceptions,  became  the  general  rate  in  the  case  of  private 
tank  cars. 

The  experience  in  the  case  of  refrigerator  cars  was  simi- 
lar. The  fact  that  the  car  companies  were  subsidiary  to  the 
largest  packers  and  shippers  of  meat  soon  resulted  in  the 
usual  mileage  of  three  quarters  of  a  cent  east  of  Chicago 
and  St.  Louis.  West  of  those  points  the  rivalry  between 
the  carrier  for  traffic  was  so  intense  that  one  cent  per  mile, 
with  a  few  exceptions,  became  the  general  rate.  Three 
quarters  of  a  cent  became  the  usual  mileage  rate  on  all 
other  private  cars,  with  the  exception  of  the  palace  live- 
stock cars. 

In  1894  the  carriers  attempted  to  reduce  the  mileage 
charge,  which  they  were  unwillingly  pa3dng,  and  a  confer- 
ence of  railway  officials  was  called.  They  were  met  by  the 
representative  of  the  Union  Tank  Line  Company,  who 
threatened  to  withhold  Standard  Oil  traffic  from  any  and 
all  lines  that  failed  to  pay  the  existing  mileage  allowances. 
He  said:  **  I  never  saw  a  company  but  what  there  was  a 
weak  sister  among  them.  I  will  single  out  the  weakest  com- 
pany that  can  be  found  and  put  all  our  shipments  to  the 
Twin  Cities  and  to  the  Missouri  River  on  that  line,  provided 
they  will  give  us  three  quarters  of  a  cent  per  mile  for  our 
tank  cars,  loaded  or  empty. ' '     The  *  *  weak  sister  ' '  was 
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forthcoming,  and  the  attempt  of  the  carriers  was  effectively 
frustrated. 

Private  stock  car  lines,  however,  have  always  had  more 
difficulty  in  obtaining  mileage.  The  fundamental  reason 
was  that  they  are  not  usually  themselves  shippers  of  live 
stock,  and  a  second  reason  was  that  their  cars  serioasly 
competed  with  those  owned  by  the  carriers.  For  a  consid- 
erable number  of  years  the  railways  refused  to  pay  theni 
any  mileage  whatsoever.  In  addition,  some  of  the  carriers 
increased  the  freight  rate  from  twenty  to  fifty  per  cent  on 
live  stock  shipped  in  cars  longer  than  the  ordinary  railway 
stock  car,  and  the  Chicago  &  Alton  charged  them  five  cents 
per  mile  for  hauling  empty  cars.  In  this  discrimination  the 
railways  were  upheld  by  the  Interstate  Commerce  Commis- 
sion.^ Soon  one  of  the  large  meat  packers  added  some  stock 
cars  to  his  quota  of  private  cars,  and  when  he  was  given  the 
general  three  quarters  of  a  cent  mileage  it  became  necessary 
to  pay  it  also  to  other  stock  companies.  The  ownership  of 
most  of  the  private  stock  cars  by  companies  who  do  not 
originate  traffic,  however,  still  constituted  an  inherent  weak- 
ness in  the  position  of  the  car  owners,  and  in  1894  the  mile- 
age rate  was  reduced  to  six  mills. 

Though  in  1902  mileage  was  superseded  by  per  diem 
as  the  method  of  paying  for  the  use  of  foreign  railway  cars, 
it  was  retained  in  the  case  of  private  cars,  and  Article  XVI 
still  exempts  them  from  the  general  Code  of  Per  Diem  Rules. 

The  standard  mileage  on  refrigerator  cars  east  of  Chi- 
cago is  three  quarters  of  a  cent.  There  are  but  few  excep- 
tions, such  as  the  one-cent  rate  over  the  Grand  Trunk  on 
beef,  via  Montreal,  the  one-cent  rate  of  the  Boston  &  Maine 
on  cars  containing  fresh  beef,  and  the  one-cent  rate  paid  by 

» Burton  Stock  Car  Co.  w.  C.  B.  &  Q.  et  al     I,  I.  C.  C.  Reps.  132, 
1887. 
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the  Wabash  on  cars  of  the  Swift  Refrigerator  Line.  Be- 
tween points  west  of  Chicago  and  east  of  Rocky  Mountain 
points  the  standard  mileage  on  refrigerator  cars  is  one  cent. 
Here  again  are  certain  exceptions,  such  as  the  three  quarters 
of  a  cent  mileage  on  fruit  and  dairy  cars  over  some  lines 
and  the  six  mills  which  the  Southern  Pacific  paid  on  loaded 
cars  only  when  it  had  a  contract  with  the  Armour  lines. 
The  general  mileage  west  of  the  Rocky  Mountains  is  three 
quarters  of  a  cent  on  loaded  cars  only.  **  Tank  cars  receive 
uniformly  three  quarters  of  a  cent,  and  stock  cars  generally 
six  mills  per  mile,  loaded  or  empty,  throughout  the  country. 
Coal  cars  owned  by  private  companies  receive  three  quarters 
of  a  cent  as  mileage  rental." 

Very  frequently  special  financial  arrangements  are  en- 
tered into,  and  in  such  cases  contracts  are  made.  One  form 
of  private  car  contract  is  the  simple  agreement,  which  is 
sometimes  made  with  the  carrier,  particularly  by  the  car 
lines  of  the  meat  packers.  The  usual  clauses  of  such  agree- 
ments are  those  providing  for  a  certain  car  mileage  for  a 
stated  period,  a  maximum  freight  rate  on  the  products 
shipped,  and  the  promise  on  the  part  of  the  shipper  to  the 
contracting  carrier  of  a  certain  amount  of  traffic. 

A  second  form  of  contract  is  sometimes  spoken  of  as  the 
commission  contract.  Its  distinguishing  feature  is  that  the 
carrier  agrees  to  pay  a  certain  percentage  of  the  freight 
rate  as  a  commission  to  the  car  owner.  The  car  company,  in 
turn,  acts  practically  as  a  solicitor  of  freight  for  the  con- 
tracting railway.  The  Missouri  River  Dispatch,*  for  in- 
stance, has  such  a  contract  with  the  Erie  Railroad,  calling 
for  a  12|  per  cent  commission.    The  New  York  Dispatch  * 

*  Interstate  Commerce  Commiasion  Hearings,  October,  1904,  pp.  94, 
101. 

'  /bid.,  p.  154. 

223 


THE   FREIGHT   SERVICE 

gets  the  same  commission  from  the  Grand  Trunk  and  Cen- 
tral of  Vermont  and  10  per  cent  from  the  West  Shore.  The 
Dairy  Refrigerator  Dispatch  ^  gets  12^  per  cent  from  the 
Delaware,  Lackawanna  &  Western,  and  the  Milwaukee  Re- 
frigerator Transit  Company  *  received  12^  per  cent  from 
the  Erie  and  the  Missouri,  Kansas  &  Texas  until,  in  that 
particular  instance,  it  was  declared  an  unlawful  rebate. 
The  representative  of  the  Armour  Car  Lines  testified  that 
in  the  shipment  of  dairy  products  the  carriers  sometimes 
grant  12^  per  cent  of  the  freight  rate  as  payment  for  the  ice 
and  supervision  furnished  by  the  car  company.' 

The  third  and  best-known  form  of  contract  is  the  so-called 
exclusive  contract.  The  carrier  agrees  to  use  only  the  cars  of 
a  certain  car  line  for  specified  traffic  and  to  pay  an  agreed 
car  mileage.  The  car  line,  in  turn,  agrees  to  furnish  suffi- 
cient equipment  to  handle  all  shipments  offered  and  to 
attend  to  the  refrigeration.  This  form  of  contract  is  con- 
fined to  the  shipment  of  fresh  fruit,*  berries,  and  vegeta- 
bles, and  is  written  mainly  by  the  Armour  Car  Lines,  which 
began  the  policy  in  1897,  and  in  1905  had  such  contracts 
with  about  twenty -one  railroads  carrying  fruit,  vegetables, 
and  berries  out  of  Georgia,"  Florida,  Michigan,  Tennessee, 
Missouri,  Arkansas,  and  California. 

Many  complaints  have  been  made  against  the  exclusive 
contract,  to  the  effect  that  it  results  in  increased  icing 
charges,  that  it  creates  a  practical  monopoly,  and  prevents 
carriers  from   freely  adding  to  their  own  refrigeration 

>  Interstate  Commeroe  Commission  Hearings,  October,  1904,  p.  156. 
'  Eighteenth  Annual  Report,  Interstate  Conmierce  Commission,  pp. 
10-19, 1904. 

*  Interstate  Conmieroe  Hearings,  October,  1904,  pp.  62-63. 

*  G.  B.  Robbins,  Interstate  Commerce  Hearings,  October,  1904,  p.  75. 

*  G.  B.  Robbins,  Hearings  of  Senate  Committee  on  Interstate  Com- 
merce (1905),  vol.  iii,  pp.  2420-2421.    (Elkins  Committee  Hearing.) 
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equipment.  In  certain  instances^  the  complaint  that  the 
icing  charges  were  exorbitant  owing  to  the  exclusive  con- 
tract was  upheld  by  the  Interstate  Commerce  Commission. 
Much,  however,  may  also  be  said  in  favor  of  such  a  contract. 
In  many  instances  it  has  resulted  in  improved  service.  To 
render  the  best  refrigeration  service  local  icing  stations 
must  be  built,  ice  must  be  purchased,  cars  must  be 
''  parked  "  in  yards  and  side  tracks  before  the  fruit  season 
begins,  and  other  expenses  must  be  incurred  which  cannot 
well  be  undertaken  unless  the  car  company  has  the  assur* 
ance  of  a  large  trafiSc.  Many  fruit  growers  favorably  con- 
trast the  service  thus  rendered  under  exclusive  contracts 
with  that  previously  rendered  when  various  car  lines  com- 
peted against  each  other.  It  has  been  largely  a  matter  of 
high  icing  charges  versus  superior  service,  and  no  general 
conclusion  can  be  drawn.  Since  the  Interstate  Commerce 
Commission  has  been  given  power  to  regulate  the  icing 
charges,  the  main  objection  to  the  exclusive  contract  seems 
to  be  removed. 

In  some  instances  the  financial  arrangements  are  not 
with  the  carrier,  but  with  the  shipper.  Some  of  the  large 
car  line  companies  lease  part  of  their  equipment  to  ship- 
pers, who  pay  a  fixed  rental  for  its  use.  The  Barbarosa 
Refrigeration  Line,  a  Branch  of  the  Armour  Car  Lines,  for 
example,  operates  beer  cars  that  are  leased  to  the  Moerlein 
Brewing  Company  for  a  monthly  rental  of  $16  or  $17  per 
ear.'    Similarly,  the  Armour  Car  Lines  lease  the  cars  of  the 

^Eighteenth  Annual  Report.  Interstate  Cotnmerce  Commission,  p. 
10-19,  1904;  X  I.  C.  C.  Reps.,  360  (1904),  and  XI  I.  C.  C.  Reps., 
129  (1905).  In  re  charges  for  the  Transportation  and  Refrigeration 
of  Fruit  Shipped  from  points  on  the  P^re  Marquette  and  Michigan 
Central  Railroads. 

'  Interstate  Commerce  Commission  Hearings,  October,  1904,  pp. 
64-66. 
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numth.y  r«*nf-il.  aiul  rhi»  tars  if  'iu^  R^^nz.  Piifitie  Refr:^*?- 
«tAr  r^n^  ar»  .j-ane/t  f.—iin  m**-  Arnifinr  C^r  L*ii«t    Vint- us 

^nt  ip^»n  *^Pi  j«aiK=^  from  ani^ti^r  ••rjmc^uiy.  S^.mi*  if  tiie 
pr,7»f/>  ^ri#^  <?ar  .In*^  i**aae  par*:  -if  'iir-ir  ^■•iiipnient  t*i 
imi.j«fr.«»a.  tiw^  <%«  h*nM  p»*t  :iii«it»r  ':iit^  It^o^r-jis  'if  the 
iivt-.;«fr7.  the  r*^.%il  T^ryliur  a<»f*r,r^ir:s'  t»i  tae  tra5e  in 
wh>h  ^h**  «!3»r^  ar^  ti>  V  Tiit^.*  Thi»  Arm*  P^Ia«?f»  H:rv^ 
r';»r  r'MT.psir.j,  wh>h  ^Jip***^^!'./  fat-*r^  ^i  tiie  ahlp^t*r%  .  f 
\v(*r¥^  xcA  trjf:  <«t?.^,  kaT«*  pirv.MG»-i  tart:fj  of  rtntal 
^h^irgf**^,  varjir.flT  w^-^ri  tiu*  l«ieta  '•^f  thi*^  ha-i:  anii  tli»t  «apae- 
i*/  aft4  ^^ff^^M  ftrn*rr.*r*^  of  tlu^  ear^'  Wni*!!  tie  <!ar  l::i»»s 
l^;)ii^  ^^i  ,,,pm^r.t  U>  an  It*/!  isitrj  f-^r  a  Sxi^i  r»»ntal  the  shipper 
m;k!c^  h.j»  ovn  arran^-^-Tr.^nta  w;*h  the  railnvatis.  and  asaaHj- 
f^fif^,rfp%  th#T  r^v^Lir  far  ir.llra^  al-owam!**, 

In  fh^  ^i"!^  of  private  r*'fn£r*^rat«>r  ears  an  aiiditional 
an/J  \xu\!0fr\JHiX  wtTxrt^.  of  pp^t;t  m  the  r*-frl:jerat:«iQ  eharse. 
T>ie  wfuTiWf^  ear  er/mpani^,  afl  a  ml*?,  permit  the  railway  to 
«tt/Ti/J  t/^  the  lelrij?:  in  whieh  easie  the  eharsre  a^iallj,  though 
fi/H  always,  d^-pen/k  nprm  the  aetnal  amormt  i^f  ice  osetL 
The  <(r^t  refriir*Tat//r  ear  lines,  however,  attend  to  the  icing 
theyfiuelv^-w,  and  TiMually  rer^nire  a  fixed  charge  per  ear  or 
pa/fka((e  r/f  freijfht.  Except  at  the  verj-  beginning,  when 
fniit  ear  e/impani*^  e^Wleeteil  the  icing  charges,  they  were 
e^;lle/'ted  fiy  the  r^arricr.  The  charges  always  were  entirely 
dintin/d  from  the  freight  rate,  however,  being  fixed  by  and 
ridumt'A  iff  the  car  cr*mpany.  Since  the  passage  of  the 
Ilcpbum  Arrt  of  1906  they  have  been  published  by  the  car- 
rier as  a  part  of  the  transportation  charge,  but  they  are 
still  published  s^rparate  from  the  freight  rate,  and  oollec- 

'  iAdU^  from  Oftnfral  Mana^^f'r  of  Street's  Western  Stable  Car  Line. 
*  Th«  AnrjJi  Palace  llonic  Car  Company,  Tariff  No.  14. 
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tions  are  turned  over  to  the  car  companies  performing  the 
icing. 

The  icing  charge  must  necessarily  cover  more  than  the 
actual  cost  of  the  ice.  The  cost  of  the  ice,  though  it  is  the 
greatest,  is  but  one  item.  Icing  stations  have  been  erected 
by  the  large  car  companies  at  the  points  from  which  the 
cargoes  are  shipped  and  at  convenient  points  along  the  rail- 
way tracks,  with  agents  in  charge  of  the  stations  to  attend 
to  the  icing,  to  inspect  the  loaded  cars  as  they  arrive,  and 
to  prepare  the  cars  for  their  cargo  before  they  are  loaded. 
In  the  shipment  of  fruit  eastward  from  southern  California, 
for  instance,  the  car  when  loaded  is  sent  back  to  Los  Ange- 
les to  be  iced  and  inspected.  If  it  takes  the  southern  route, 
it  is  stopped  at  Tucson,  Ariz.,  for  the  same  purpose ;  again 
at  El  Paso,  Port  Worth,  Kansas  City,  Davenport,  Chicago, 
Oalion,  Ohio;  Ilornellsville,  N.  Y.,  and  East  Deerfield, 
Mass.,  until  it  finally  arrives  at  Boston.  Interest,  taxes,  and 
depreciation,  moreover,  must  be  taken  into  account.  The 
uncertainty  of  the  fruit  crop,  the  seasonal  nature  of  the 
business,  the  payment  of  damages  on  spoiled  fruit,  the  fact 
that  nearly  one  half  ^  of  the  freight  in  refrigeration  cars 
moves  under  ventilation  without  ice  are  likewise  considered 
in  fixing  the  icing  charge. 

The  general  course  of  refrigeration  charges  has  been 
downward.  The  charges  on  fruit  from  California  to  Chi- 
cago, for  instance,  originally  varied  from  $185  to  $245  per 
car,  according  to  distance  and  season.  They  now^  run 
from  $70  to  $90,  according  as  the  traffic  originates  in  the 
territory  adjacent  to  Sacramento,  San  Jose,  or  Los  Angeles. 
A  typical  refrigeration  tariff  at  the  present  time  is  that 
from  the  California  fruit  districts.    The  points  from  which 

*  Tariffs  of  Union  and  Southern  Pacific. 
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shipments  are  made  are  divided  into  three  groups,  and 
the  part  of  the  country  to  which  the  fruit  is  sent  is 
divided  into  eight  districts.  The  charges  vary  accord- 
ingly, but  are  uniform  from  all  conmion  shipping  points 
to  all  terminal  points  within  a  single  district.  The 
districts  are  very  irregular.  Points  such  as  Butte, 
Cheyenne,  Salt  Lake  City,  Ogden,  and  Helena  are  in 
District  A ;  Atchison,  Lincoln,  St.  Joseph,  and  Kansas  City 
in  B ;  Chicago,  Des  Moines,  St.  Paul,  and  Milwaukee  in  C ; 
Battle  Creek,  Qrand  Rapids,  and  Indianapolis  in  D;  Buf- 
falo, Memphis,  Cincinnati,  Duluth,  Pittsburg,  and  Grand 
Forks,  N.  D.,  in  E ;  Albany,  Baltimore,  Philadelphia,  New 
York  and  Washington  in  F ;  Boston,  Dallas  and  Houston, 
Tex. ;  Providence,  and  Quebec  in  6 ;  and  New  Orleans  and 
the  states  of  the  Mississippi,  Georgia,  Alabama,  and  South 
Carolina  in  H. 

In  particular  instances  refrigeration  charges  have  been 
bitterly  complained  of  by  shippers.  In  1902,  for  example, 
the  Pdre  Marquette  and  Michigan  Central  railroads  made 
exclusive  contracts  with  the  Armour  Car  Lines,  the  result  of 
which  was  that  icing  charges  were  increased  from  100  to 
300  per  cent,  and  the  charges  were  held  unreasonable  by  the 
Interstate  Commerce  Commission.^  Similarly,'  the  Louis- 
ville &  Nashville  Railroad  previously  iced  fruit  cars  from 
Alabama  and  Mississippi  to  Chicago  for  $27,  but  when  the 
Armour  Car  Lines  were  given  an  exclusive  contract  the 
charge  varied  from  $60  to  $75.  Instances  have  likewise 
occurred  where  pineapples  from  New  Orleans  to  Cincinnati, 
over  the  Illinois  Central,  which  supplies  its  own  cars,  were 
iced  at  $11.37  per  car,  while  the  charge  in  a  private  car 

^XI  I.  C.  C.  Reps.,  129  (1905),  ''The  Michigan  Fruit  Case." 
*  Interstate  Commerce  Commission  Hearings,  October,  1904j  p. 
206. 
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from  Mobile  was  $45.  The  Illinois  Central  iced  cars  of 
strawberries  from  Tennessee  to  Chicago  for  $30,  while  the 
corresponding  charge  in  an  Armour  car  was  $84.  Many 
other  instances  of  exorbitant  charges,  which  were  to  some 
extent  responsible  for  the  recent  agitation  against  private 
car  lines,  might  be  cited.  The  Hepburn  Act  of  1906  has 
largely  decreased  the  complaints  against  icing  charges. 
They  are  now  published  by  the  carriers,  and  the  same  code 
of  reasonableness  is  applied  to  them  as  to  freight  rates. 
The  Interstate  Commerce  Commission  has  the  power  to  re- 
vise icing  charges  in  exactly  the  same  way  that  it  can  revise 
freight  rates. 

III.      COMPLAINTS  AGAINST  PRIVATE  CARS 

The  leading  complaints  made  in  recent  years  against  the 
private  car  are  as  follows : 

(1)  The  refrigeration  charges,  the  most  fruitful  of  dis- 
satisfaction, have  already  been  discussed.  The  complaints 
were  twofold,  one  being  that  in  certain  instances  the 
charges  were  extortionate,  the  other  that  where  the  private 
car  owner  is  also  a  shipper  the  car  mileage  paid  him  gives 
him  an  unwarranted  competitive  advantage  over  other  ship- 
pers. At  one  time  the  owners  of  the  leading  refrigerator 
line  dealt  in  apples,  pineapples,*  potatoes,^  and  other  prod- 
uce, and  even  now  the  large  meat-packing  concerns  deal  in 
butter,  eggs,  and  poultry.  In  the  fresh-meat  trade  the  icing 
charge  by  the  shippers  who  operated  refrigerator  car  lines 
gave  them  an  advantage  over  other  meat  shippers,  but  the 
industry  is  now  largely  controlled  by  six  leading  firms,  and 
they  all  own  private  cars. 

^  Interstate  Commerce  Commiflsion  Hearings,  October,  1904,  p.  108. 
'  G.  B.  Robbins,  Elkins  Committee  Hearings,  iii,  p.  2370;  Report  of 
Commissioner  of  Corporations  on  the  Beef  Industry,  p.  21. 
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(2)  The  exclusive  contract,  which  was  a  source  of  com- 
plaint, has  been  considered  with  suflScient  detail. 

(3)  A  third  complaint  is  against  the  mileage  allowances 
paid  to  the  private  car  owners.  These,  it  is  claimed,  fre- 
quently yield  more  than  a  fair  return  on  the  capital  in- 
vested, and  in  cases  where  the  car  owner  is  a  shipper  give 
him  an  unfair  competitive  advantage.  After  considering 
all  the  items  involved  * — rate  of  mileage,  actual  mileage 
traveled,  cost  of  cars,  and  expenses,  such  as  repairs,  expenses 
of  operation,  taxes,  insurance,  and  depreciation — ^the  best 
available  data  indicate  that  mileage  on  refrigerator  cars  in 
the  dressed-beef  and  provision  trade  yields  from  seventeen 
to  twenty  per  cent  on  the  capital  invested.*  In  most  in- 
stances the  earnings  from  mileage  allowances  on  refriger- 
ator cars  in  the  fruit  and  vegetable  trafl&c  do  not  yield  such 
large  returns,  as  their  average  mileage  is  but  sixty-five  or 
seventy  miles  per  day,  as  compared  with  about  one  hundred 
in  the  beef  and  provision  trade.  But  the  refrigeration 
charge  here  yields  large  profit,  and  it  is  estimated  that  the 
total  annual  earnings  from  mileage  and  refrigeration 
amount  to  from  twelve  to  fifteen  per  cent  on  the  invest- 
ment.* 

The  profit  on  refrigerator  cars  used  to  ship  beef,  pro- 
visions, fruit,  and  vegetables  seems  therefore  to  afford  a 
competitive  advantage  to  the  car  owner  who  is  a  shipper. 
In  other  fields  of  traflRc,  however,  the  profits  of  private  car 
owners  are  but  a  reasonable  return  on  the  investment. 
Mileage  charges  on  refrigerator  cars  used  to  carry  dairy 
products   and   brewers'   products  do   not  yield   excessive 

^  Report  on  the  Beef  Industry,  p.  272. 

'  Third  Annual  Report  Interstate  Commerce  Commission,  pp.  15-18. 
Midgley,  Railway  Age,  vol.  xxxv,  p.  89,  1903;  Report  on  the  Beef  In- 
dustiy,  ch.  vi. 

«  Weld,  p.  149. 
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profits.  The  only  other  source  of  complaint  lies  in  the 
freight  rate  commissions,  which  will  be  discussed  later.  The 
profits  on  the  tank  cars  are  not  excessive.'  For  a  period  of 
eighteen  months  the  records  of  the  Pennsylvania  Lines  West 
of  Pittsburg  show  an  average  of  but  22  miles  a  day.  In 
1904  the  tank  cars  of  the  Cudahy  Packing  Company  aver- 
aged about  34J  miles  a  day,  and  Mr.  Midgley  stated  that  in 
1902  tank  cars  averaged  about  32  miles  east,  and  95  miles 
west,  of  the  Mississippi.  It  would  seem  that  the  mileage 
allowances  do  not  yield  more  than  three  or  four  per  cent 
on  the  money  invested.  Private  stock  cars  likewise,  with  60 
miles  ^  as  the  estimated  average  daily  mileage  throughout 
the  year  and  six  mills  as  the  prevailing  allowance,  do  not 
yield  excessive  earnings. 

(4)  Rebates  and  unfair  discriminations  have  constituted 
a  fourth  ground  of  complaint.  Any  income  on  a  private  car 
in  excess  of  a  fair  return  on  the  investment,  in  cases  where 
the  car  owner  is  a  shipper,  is  in  the  nature  of  a  rebate. 
More  direct  rebating  has,  however,  at  times  been  discovered. 
Refrigerator  car  officials  have  admitted  that,  until  re- 
cently, the  published  refrigeration  tariffs  on  California 
fruit  represented  merely  the  **  maximum  rate  charged, '*• 
and  that  it  was  a  general  practice  to  grant  rebates 
to  shippers  whenever  necessary  to  secure  their  traffic. 
One  Chicago  fruit  dealer's  profit  consisted  of  the  differ- 
ence between  the  published  and  actual  refrigeration  * 
charge.     Certain  stock  car  lines  have  also  occasionally  paid 

'  Report  of  Ckimnussioner  of  Corporations  on  Transportation  of 
Petroleum,  p.  83. 

« Weld,  p.  152. 

*  G.  B.  Robbins,  Interstate  Commerce  Commission  Hearings, 
October,  1904,  p.  67. 

^  J.  S.  Watson,  Interstate  Commerce  Commission  Hearings,  October, 
1904,  p.  24. 
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rebates  to  shippers  in  order  to  stimulate  the  use  of  their 
cars.* 

Discriminations  in  the  case  of  the  tank  car  lines  have 
occasionally  appeared.  For  some  years  prior  to  1901,  for 
instance,  the  Southern  Pacific  had  about  325  cars  of  the 
Union  Tank  Line  Company  for  public  use.  In  the  summer  * 
of  that  year  they  were  withdrawn  from  general  commission, 
and  there  was  widespread  complaint  because  the  railway  for 
a  long  time  did  not  provide  sufficient  cars  for  independent 
shippers.  The  Southern  Pacific,  moreover,  gave  more  favor- 
able treatment  to  the  cars  of  the  Union  Tank  Line  than  to 
other  private  tank  cars.  It  hauled  the  cars  of  the  former 
line  subject  to  the  line's  exclusive  use,  but  refused  to 
handle  independent  tank  cars  under  such  restrictions.  The 
Union  Tank  Line  cars  were  given  a  mileage  allowance  of 
three-quarters  of  a  cent,  loaded  and  empty,  while  most  in- 
dependent refiners '  received  six  mills  on  the  loaded  move- 
ment only,  unless  the  haul  exceeded  eight  hundred  miles, 
in  which  case  they  received  three-quarters  of  a  cent,  but 
only  on  loaded  cars.  Similar  mileage  discriminations  were 
practiced  by  some  of  the  northwestern  transcontinental 
railroad  companies. 

The  "  commission  contracts  "  above  mentioned  some- 
times '  constitute  a  rebate.  The  Milwaukee  Refrigerator 
Transit  Company,  for  instance,  is  a  subsidiary  of  the  Pabst 
Brewing  Company,  and  the  commissions  of  10  and  12^  per 
cent  of  the  freight  rate  which  it  received  were  declared  by 
the  court*  to  be  unlawful  rebates.     Similar  commissions 

>  Midgley,  Interstate  Commerce  Commission  Hearings,  October, 
1904,  p.  11. 

•  Report  on  Transportation  of  Petroleum,  pp.  465-482. 

•  Ibid,,  p.  27. 

142  Federal  Reporter,  247. 

232 


SHIPPERS'  CARS  AND  PRIVATE   CAR  LINES 

granted  to  car  lines  the  owners  of  which  are  not  themselves 
shippers  do  not,  however,  constitute  rebating. 

(5)  The  knowledge  of  their  competitors*  business  in  the 
case  of  car  lines  dealing  in  fruit  or  produce  has  been  a  fur- 
ther source  of  complaint.  In  the  course  of  icing  the  cars, 
the  car  owner  becomes  aware  of  their  destination,  and  such 
information  is  a  valuable  market  asset.  But  as  refrigerator 
car  companies  no  longer  deal  extensively  in  such  products 
the  complaint  has  subsided. 

(6)  The  private  car  company  has  at  times  influenced 
railway  freight  rates.  For  a  number  of  years  the  difference 
between  rates  on  oil  in  tank  cars  and  oil  in  barrels  was  so 
great  that  the  carriers'  refusal  to  furnish  tank  cars  to 
smaller  shippers  gave  large  shippers  an  unfair  advantage.^ 
The  weight  of  barrels,  moreover,  was  included  in  the  ton- 
nage, while  that  of  the  tank  was  excluded.  The  relatively 
low  rates  on  dressed  beef,  as  compared  with  live  cattle,  were 
unduly  discriminatory;  but  they,  as  well  as  some  of  the 
anomalies  in  oil  rates,  were  doubtless  due  more  to  the  power 
of  the  large  shippers  than  to  the  private  car  system.  The 
favorable  rate  clause  in  the  contracts  between  car  lines  and 
carriers  is  further  evidence  of  the  influence  of  the  private 
car  over  the  freight  rate ;  but  such  contracts  do  not  neces- 
sarily establish  unreasonably  low  rates. 

(7)  Lastly,  the  position  of  the  private  car  in  car  distri- 
bution has  been  a  much-discussed  question.  It  was  espe- 
cially important  in  the  coal  fields  during  the  recent  car. 
shortage  of  1906  and  1907,  when  the  private  car  owner  re- 
ceived his  portion  of  the  carriers'  cars  in  addition  to  his 
own  equipment.  It  was  important  also  in  the  distribution 
of  oil  tank  cars.    It  has  since  been  definitely  decided  that, 

>  Fifth  Annual  Report  Interstate  Commerce  Conmiission,  1891,  pp. 
35-38. 
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while  the  owner  is  entitled  to  the  use  of  his  cars,  they  must 
be  included  as  a  part  of  the  total  commercial  equipment.^ 

IV.      ARGUMENTS   PAVORINO   THE  PRIVATE   CAR 

There  are  at  least  four  well-founded  arguments  in  sup- 
port of  the  use  of  private  cars : 

(1)  As  was  above  indicated,  the  origin  of  the  private 
car  system  lay  in  the  early  need  for  special  equipment  and 
the  refusal  of  the  railway  to  provide  it.  In  each  of  the  three 
leading  groups  of  private  cars — ^the  refrigerator,  palace 
stock,  and  tank — requests  were  made  of  the  carrier  by  the 
shippers,  who  were  met  by  refusal.  This  argument  relates 
largely  to  the  past,  and  does  not  necessarily  justify  the  re- 
tention of  private  cars;  yet,  even  now,  particularly  in  the 
case  of  refrigerator  and  tank  cars,  by  no  means  all  the  car- 
riers are  ready  to  purchase  the  necessary  equipment.  In 
1894,  for  example,  the  Union  Tank  Line,  before  opposing 
the  reduction  of  the  mileage  allowance,  offered  to  sell  to  the 
railways  its  entire  equipment,  and  the  offer  was  refused. 

(2)  A  second  argument  favorable  to  certain  classes  of 
private  cars  is  found  in  their  great  mobility.  Fruit  is  a 
seasonal  crop.  The  greater  part  *  of  Michigan  peaches  moves 
in  about  six  weeks  of  the  autumn,  and  the  railways  of  Mich- 
igan have  not  thus  far  seen  fit  to  purchase  refrigerators  to 
handle  the  entire  crop.  But  the  Georgia  crop  is  harvested 
mainly  in  the  six  weeks  begining  with  the  middle  of  June, 
and  the  citrus  fruit  crop  of  California  moves  from  the  1st 
of  December  to  the  1st  of  May.  The  advantage  of  the  pri- 
vate car  company  is  that  its  equipment  can  be  moved  from' 

^  R.  R.  Commission  of  Ohio  V8.  Hocking  Valley  Railway  Company,  XII 
I.  C.  C.  Reps  398;  Traer  w.  Chicago  and  Alton,  XIII  I.  C.  C.  Reps.  451. 

*Elighteenth  Annual  Report  Interstate  Commerce  Commission 
(1904),  pp.  10-19. 
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one  fruit  district  to  another,  and  therefore  be  utilized 
throughout  the  greater  part  of  the  year.  In  the  live  stock 
business  likewise  there  are  periods  when  the  volume  of  busi- 
ness of  certain  carriers  is  abnormal.  Then  it  is  that  the  pri- 
vate cars  are  brought  into  use,  and  as  the  **  overflow  busi- 
ness ' '  usually  arises  in  one  section  as  it  subsides  in  another, 
the  car  company  finds  continuous  employment  for  its  cars. 
Shippers  making  periodical  shipments  of  race  horses,  and 
exhibition  live  stock,  likewise,  find  the  private  stock  car 
highly  useful,  A  vital  difference  exists  between  seasonal 
or  otherwise  irregular  freight  traffic  and  that  which  is 
regular  throughout  the  year.  The  private  car  enables  trafiSc 
of  varying  volume  to  be  handled  economically. 

(3)  The  high-class  service  rendered  by  the  private  cars 
is  a  third  point  in  their  favor.  Even  in  the  fresh  fruit 
traffic,  though  complaints  against  high  icing  charges  have 
been  frequent,  the  excellence  of  the  service  is  quite  gen- 
erally acknowledged.  Particularly  when  the  car  company 
operates  under  an  exclusive  contract,  which  binds  it  to 
handle  all  the  fruit  offered  and  enables  it  to  build  adequate 
icing  stations,  is  the  service  generally  coinmended. 

(4)  Lastly,  the  car  companies  point  to  the  beneficial 
services  they  have  rendered  certain  of  the  country's  great- 
est industries.  Before  the  private  refrigerator  car  appeared 
in  California,  in  1888,  only  hardy  varieties  of  fruit,  such 
as  pears,  grapes,  and  prunes,  could  be  extensively  shipped 
to  the  eastern  market.  Though  other  factors  are  not  to  be 
overlooked,  the  refrigerator  car  practically  made  the  great 
deciduous  fruit  industry  of  California,  for  it  would  other- 
wise have  been  confined  to  the  local  market.  While  much 
of  the  citrus  fruit  crop  is  shipped  in  ventilator  cars  *  dur- 

1  Weld.  p.  GO. 
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ing  the  cold  season,  over  ninety  per  cent  of  the  deciduous 
fruit  is  shipped  in  refrigerator  cars  during  the  summer 
months.  The  Georgia  peach  grower  had  the  advantage  of 
water  shipment,  but  the  private  refrigerator  car  meant  but 
little  less  to  him  than  to  the  California  grower.  The 
Michigan  grower  had  for  some  years  been  shipping  vessel- 
loads  of  peaches  to  Chicago,  Milwaukee,  and  other  cities 
on  Lake  Michigan,  but  the  refrigerator  car  enabled  him 
to  ship  part  of  his  crop  eastward,  to  market  it  in  far  better 
condition  and  at  a  higher  price;  his  acreage  has  increased 
and  the  value  of  his  land  has  risen.  The  strawberry  in- 
dustry of  Florida,  the  Carolinas,  Arkansas,  Tennessee,  and 
Missouri,  except  on  a  local  scale,  has  likewise  been  built  up 
by  the  refrigerator  car.  While  it  may  be  said  that  it  was 
the  refrigerator  car  and  not  the  private  ownership  that 
accomplished  this  good,  it  must  be  acknowledged  that  until 
recently  there  were  few  refrigerator  cars  other  than  those 
of  the  car  lines. 

A  similar,  though  less  widespread,  efifect  was  exerted 
upon  vegetable  culture.  Truck  farming  districts,  such  as 
those  of  the  Carolinas,  Georgia,  Florida,  Tennessee,  Mis- 
souri, Mississippi,  Arkansas,  Colorado,  and  California,  de- 
pendent upon  distant  markets,  make  large  use  of  the  re- 
frigerator car.  About  ninety  per  cent  of  the  vegetables 
shipped  eastward  from  California  go  under  refrigeration. 
Lettuce,  celery,  cantaloupes,  asparagus,  and  various  other 
vegetables  cannot  be  shipped  to  distant  markets  without 
loss  of  quality  unless  they  are  iced. 

The  widespread  effect  of  the  private  refrigerator  car  in 
the  packing  industry  is  well  known.  Before  its  introduc- 
tion, the  usual  practice  was  to  ship  the  live  cattle  to  the 
slaughtering  and  meat-packing  centers  of  the  East.  The 
beef  industry  of  the  middle  West  as  a  whole  was  subordinate 
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to  pork  packing,  because  cured  pork  was  marketable  and 
could  be  shipped  without  refrigeration,  while  cured  beef 
was  largely  unmarketable.  The  packing  trade,  moreover, 
was  mostly  confined  to  the  cold  seasons  when  refrigeration 
could  be  dispensed  with.  The  refrigerator  car  changed 
the  entire  industry.  The  cattle  were  more  and  more  'slaugh- 
tered in  the  West  and  fresh  beef  shipped  to  market,  the 
live  stock  industry  was  able  to  spread  out  over  a  greater 
area,  the  packing  business  lost  its  seasonal  feature  and  was 
developed  into  an  immense  industry ;  the  fresh  beef  gradu- 
ally exceeded  the  pork  trade,  and  the  large  cities  of  the 
East  were  enabled  to  obtain  a  large  portion  of  their  daily 
meat  supply  directly  from  the  West.  Upon  dairy  products, 
eggs,  and  poultry  raising,  the  refrigerator  car  has  exercised 
a  similar  influence,  but  in  this  field  the  refrigeration  has 
to  a  much  greater  extent  been  performed  by  the  carriers  in 
cars  owned  by  themselves. 

The  private  tank  car  has  been  an  important  factor  in 
the  oil  industry.  The  tank  car  largely  reduced  the  cost  of 
transporting  petroleum  and  permitted  a  great  expansion  of 
the  production  of  oil.  The  small  refiner  has  a  grievance 
against  the  carrier  who  refuses  to  furnish  tank  cars  rather 
than  against  the  private  tank  car  lines.  The  private  coal 
car  and  palace  stock  car  have  worked  in  fields  more  nearly 
served  by  the  carriers'  equipment;  but  they  too  have  been 
an  appreciable  force  in  the  development  of  the  industries 
which  they  serve. 

V.      PRESENT  STATUS 

During  recent  years,  increasing  numbers  of  special  equip- 
ment cars  have  been  purchased  by  the  carriers.  The  num- 
ber of  refrigerator  cars  owned  by  them  has  increased  from 
about  1,000  in  1885  to  27,954  in  1907.    The  field  in  which 
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the  carriers  are  particularly  active  with  their  own  refrige- 
ration cars  is  the  dairy  traffic,  which  is  regular  throughout 
the  year.  Various  railways  have  also  taken  up  the  pres- 
ent vegetable  traffic.  The  Atchison,  Topeka  &  Santa  Fe, 
through  the  Santa  F6  Refrigerator  Dispatch  Company, 
operates  about  6,000;  the  Harriman  Lines,  through  the 
Pacific  Fruit  Express,  operate  about  6,600;  the  Gould 
Lines,  4,500,  through  the  American  Refrigerator  Dispatch 
Company;  and  the  New  York  Central  Lines  over  4,800, 
through  the  Merchants  Despatch  Transportation  Company. 
The  cars  of  the  latter  two  are  not,  however,  confined  to 
the  fruit  and  vegetable  traffic.  The  Illinois  Central  and 
the  Hill  Lines  are  likewise  prominent  in  this  connection. 
The  position  of  the  carriers  ill  the  coal,  manufacturing, 
and  live  stock  traffic  has  always  been  paramount.  It  is 
only  in  the  ownership  of  tank  cars  that  the  carriers  have 
made  little  headway. 

It  does  not  follow,  however,  that  the  end  of  the  private 
car  is  near;  their  number  is  slowly  growing,  and  for  some 
time  there  will  continue  to  be  special  fields  to  which  they 
are  particularly  adapted.  It  is  noticeable  that  the  carriers 
now  operating  their  own  fruit  refrigerators  are  those  which 
have  a  fairly  regular  traffic  extending  throughout  the 
greater  portion  of  the  year.  The  legal  status  of  private 
cars  is  now  better  defined  than  it  has  been  in  the  past.  The 
Hepburn  Act  of  1906  specifically  places  them  within  the 
jurisdiction  of  the  Interstate  Commerce  Commission.  Re- 
frigeration charges  are  a  part  of  the  transportation  charge, 
must  be  published  and  filed  with  the  commission,  and  are 
subject  to  its  regulation.  In  car  distribution,  the  car  owner 
is  entitled  to  the  use  of  his  cars,  but  they  are  a  part  of  the 
aggregate  commercial  equipment,  the  distribution  of  which, 
in  interstate  traffic,  is  subject  to  control  by  the  commission, 

238 


SHIPPERS*  CARS  AND  PRIVATE  CAR  LINES 

Rebating  and  unfair  discrimination  are  prohibited  in  the 
Elkins  and  the  Hepburn  Acts.  This  legal  supervision  will 
doubtless  protect  the  shipping  public  and  the  carrier  against 
the  former  abuses  connected  with  the  use  of  private  cars. 
The  private  car  system  is  not  inherently  wrong;  indeed, 
in  certain  fields  of  special  equipment  and  irregular  traffic, 
it  performs  a  distinctly  useful  service.  The  paramount 
need  has  been  its  effective  control  rather  than  its  abolition. 
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CHAPTER  Xin 

FAST  FREIGHT  LINES,  THEIR  HISTORY  AND  PRESENT 

SERVICE 

Through  service  prior  to  organization  of  fast  freight  lines — Rise  of 
fast  freight  lines — ^The  Star  Union  and  Empire  lines — Contract 
relations  of  private  fast  freight  lines  and  railroad  companies — 
Present-day  cooperative  and  company  fast  freight  lines — Star 
Union,  Pacific  Express,  and  Merchants  Despatch  lines — Present 
financial  arrangements  between  fast  freight  lines  and  the  rail- 
roads— Conclusion — References. 

I.      THROUGH   SERVICE   PRIOR   TO   THEIR   ORGANIZATION 

One  of  the  most  urgent  problems  early  confronting 
railroad  companies  and  shippers  was  the  rapid  handling 
of  through  traffic.  There  was  in  fact  no  **  through  traffic  *' 
as  it  is  known  at  present.  The  railway  network  consisted 
of  a  large  number  of  small  independent  carriers  each  of 
which  confined  itself  to  the  handling  of  freight  from  one 
point  to  another  on  its  own  line.  On  shipping  freight  to 
distant  points,  each  link  in  the  route  of  independent  lines 
became  a  separate  receiving  company.  The  railways  took 
receipts  from  each  other  upon  delivery  to  each  other.  Bills 
of  lading  were,  as  a  rule,  issued  only  to  the  end  of.  the 
individual  railroads.  In  a  few  exceptional  cases  through 
bills  were  issued;  but,  as  a  witness  stated  before  the  New 
Vbrk  Investigating  Committee  in  1879,  they  were  so 
''  hedged  in  and  surrounded  by  limitations  as  to  the  liabil- 
ity of  each  railroad  "  that  in  the  event  of  loss,  damage  or 
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« 

overcharge,  the  shipper  was  obliged  to  seek  redress  from 
the  particular  line  on  which  the  offense  was  committed. 
Cars,  moreover,  both  because  of  the  danger  of  not  having 
them  returned  and  because  of  the  difference  in  track  gauge, 
.were  not  interchanged;  and  cargoes  were  transferred  from 
car  to  car  at  the  end  of  each  separate  line. 

The  diflBculty  and  delay  involved  in  the  handling  of 
through  freight  soon  resulted  in  the  organization  of  numer- 
ous **  forwarding  firms."  Such,  for  instance,  were  the 
early  firms  of  Leech  &  Company,  Clark  &  Company,  Bor- 
bridge  &  Company,  operating  between  Philadelphia  and 
Pittsburg.  Firms  had  agencies  at  the  points  where  freight 
was  transferred  from  car  to  car  and  at  the  principal  cities. 
They  made  special  arrangements  with  railroads,  canals, 
steamboat  companies,  and  wagon  lines  so  as  to  get  con- 
tinuous routes  between  distant  points.  They  contracted 
for  through  rates  and  frequently  issued  their  own  through 
bills  of  lading.  They  saw  that  their  customers'  freight 
was  taken  from  consignor  to  consignee  over  the  myriad  of 
transportation  lines,  and  the  shipper  paid  them  a  stipulated 
price  for  the  service.  Some  of  them  were  commission  mer- 
chants as  well  as  forwarders,  receiving  produce,  forwarding 
it  to  markets  and  selling  it  on  commission. 

The  service  rendered  by  these  firms  was  usually  efficient 
and  they  did  much  to  facilitate  through  shipments.  But 
it  soon  appeared  that,  in  spite  of  anything  they  might  do 
to  develop  business  arrangements,  there  could  be  no  solu- 
tion of  the  through  freight  problem  unless  cars  were  run 
from  consignor  to  consignee  without  breaking  bulk  at  the 
end  of  each  receiving  railway.  Not  only  did  the  carriers 
refuse  to  have  their  equipment  pass  beyond  their  lines, 
but  the  difference  in  gauge  made  it  impossible  for  the  pre- 
vailing type  of  car  to  do  so. 
17  24X 


THE   FREIGHT   SERVICE 

il.      RISE  AND  ORGANIZATION  OF  PRIVATE  FAST  FREIGHT  LINES 

To  diminish  the  delay  and  damage  resulting  from  the 
transshipment  of  goods,  through  routing  became  a  public 
necessity.  As  a  result,  separate  and  independent  car  com- 
panies, known  as  fast  freight  lines,  were'organized  to  handle 
through  traflSc.  These  companies  made  contracts  with  the 
carriers  so  as  to  obtain  a  continuous  line  between  distant 
points,  and  they  had  their  own  cars.  Many  of  their  cars 
were  equipped  with  adjustable  trucks  or  wide  tire  wheels 
so  as  to  be  suited  to  different  gauges.^  The  first  private 
fast  freight  line  was  Kassan's  Dispatch,^  organized  in  1855 
or  1856;  the  Great  Western  Dispatch  was  organized  in 
1857  J  the  Western  Insurance  &  Transportation  Company 
(Star  Union  Line)  was  incorporated  in  1856  and  organized 
in  1863;  and  many  others  followed. 

The  organization  and  working  of  the  Star  Union  Line 
may  be  regarded  as  typical.  In  1856  it  was  incorporated 
as  the  Western  Insurance  &  Transportation  Company,  and 
in  1863  was  organized  as  the  Union  Insurance  &  Trans- 
portation Company.  The  well-known  legend  ^^  Union 
Line  was  adopted  as  its  emblem  and  popular  name.  It 
purchased  fifty-five  cars  from  the  Little  Miami  Railroad 
and  handled  its  first  freight  in  February,  1864.  Not  only 
did  it  provide  a  through  route  between  the  East  and  mid- 
dle West,  but  it  insured  the  time  of  goods  in  transit.  An 
additional  twenty-five  cents  per  100  pounds  on  dry  goods, 
for  instance,  was  charged  between  Chicago  and  New  York 
to  insure  five  days'  transit.    Difficulties  arising  from  this 

^  ''Report  of  Joint  Special  Committee  to  Investigate  the  Vermont 
Central  Railroad  Management,"  p.  46, 1873. 

'  L.  D.  H.  Weld,  ''Private  Freight  Cars  and  American  Railways.'* 
Columbia  Univ.  Studies  in  Political  Science,  vol.  zed,  No.  1, 1908,  p.  76« 

242 


FAST   FREIGHT   LINES 

practice  and  from  the  claim  that  the  insurance  covered  also 
the  safety  of  the  freight,  resulted  in  the  abolition  of  the 
insurance  feature  in  1865,  and  a  change  in  the  company's 
name  to  Union  Railroad  &  Transportation  Company. 

Aside  from  the  ownership  of  cars,  the  nature  of  the 
Star  Union  Line  is  seen  in  its  varied  activities.  It  estab- 
lished car  floats  between  Jersey  City  and  New  York  in 
1866;  it  had  its  corps  of  freight  solicitors  at  appropriate 
points  to  induce  merchants  to  ship  their  freight  in  Star 
Union  Line  cars  and  to  take  charge  of  the  shipments;  and 
it  also  carried  mail  for  the  Federal  Government.  Gradu- 
ally, however,  the  Pennsylvania  Railroad  Company  acquired 
control  of  the  roads  over  which  the  Star  Union  Line 
operated,  and  the  Pennsylvania  Company  was  organized  to 
manage  the  western  lines.  As  a  result  there  was  no  longer 
any  need  for  a  private  fast  freight  line  to  handle  through 
business,  and  the  Pennsylvania  Railroad  Company  served 
notice  that  the  contracts  would  be  terminated.  Thereupon 
the  Star  Union  Line  oflFered  to  sell  all  its  properties,  good 
will  and  rights  to  the  Pennsylvania  Company.*  The  trans- 
fer was  made  in  1873  for  60,000  shares  of  common  stock  of 
the  Pennsylvania  Company,  **  and  the  Star  Union  Line  as 
a  distinct  freight  company  ceased  to  exist,  although  the  line 
has  been  perpetuated  and  continues  its  functions  as  the 
recognized  through  freight  line  of  the  Pennsylvania  Rail- 
road system  between  the  East  and  the  West." 

The  Empire  Transportation  Company,  known  as  the 
Empire  Line,  is  another  typical  fast  freight  line 


which  in  its  early  stages  was  a  private  company.  This 
company  is  particularly  interesting  because  of  its  varied 
activities.    It  was  organized  in  1865  primarily  to  develop 

^  Cf .  Twenty-sixth  Annual  Report  of  the  Pennsylvania  Railroad, 
1873,  p.  31. 
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the  traffic  over  the  Philadelphia  &  Erie  Railroad.  It, 
however,  made  coDtraets  with  other  carriers  and  soon  ob- 
tained a  through  route  from  New  York  to  Chicago.  To 
handle  the  oil  traffic  in  and  around  Oil  City,  Pemisylvania, 
it  organized  the  **  Green  Line  "  to  operate  its  tank  cars. 
It  also  acquired  various  oil  pipe  lines  soon  after  that 
method  of  transportation  proved  feasible.  In  1866  it  pur- 
chased a  controlling  interest  in  the  Titusville  Pipe  Com- 
pany; in  1872  it  purchased  the  entire  property  of  the 
Mutual  Pipe  Line  Company,  and  of  the  Union  Pipe  Com- 
pany; in  1873  it  constructed  the  Butler  Pipe  Line;  aiid 
in  1875  the  Olean  Pipe  Line.  At  the  time  the  Empire 
Transportation  Company  was  purchased  by  the  Pennsyl- 
vania Railroad,  it  operated  over  four  hundred  miles  of  pipe 
lines. 

The  Empire  Line,  moreover,  constructed  extensive  ter- 
minal facilities  to  handle  its  traffic;  it  operated  river  floats 
at  New  York  and  a  number  of  grain  elevators  at  its  seaboard 
termini.  To  extend  its  service  on  the  Great  Lakes  it  organ- 
ized the  Erie  &  Western  Transportation  Company,  com- 
monly spoken  cf  as  the  \jr  **  Anchor  Line,''  and  thus 
operated  a  fleet  of  freight  and  passenger  steamers.  As  in 
the  case  of  the  Star  Unicm  Line,  however,  its  work  as  an 
independent  company  was  made  unnecessary  by  the  con- 
solidation of  railroads,  and  in  1877  it  was  purchased  by 
the  Pennsylvania  Railroad  Company. 

The  arrangements  of  the  private  fast  freight  lines  with 
the  railways  were  various.  The  Star  Union  Line,  for  ex- 
ample, had  a  contract  with  the  Pennsylvania  Railroad 
providing  for  the  payment  of  a  flxed  sum  per  car  each  six 
months.  The  freight  rates  were  collected  by  the  Star  Union 
Line,  while  the  railroad,  regardless  of  lading,  received 
$72  per  car  between  December  1st  and  May  1st  for  hauling 
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cars  from  Pittsburg  to  Philadelphia  and  Baltimore.  Dur- 
ing the  remainder  of  the  year  these  payments  were  $56 
and  $45  to  these  cities  respectively.  Likewise,  from  New 
York  to  Pittsburg,  between  December  1st  and  May  1st,  the 
Star  Union  Line  paid  $110  per  car,  and  from  Philadelphia 
and  Baltimore  $75,  while  during  the  remainder  of  the  year 
the  payments  to  Pittsburg  were  $100  from  New  York,  and 
$65  from  the  other  cities. 

West  of  Pittsburg  there  was  a  different  arrangement. 
Here  a  percentage  arrangement  prevailed,  fixing  the  pay- 
ments for  certain  weights  on  the  basis  of  a  total  weight  of 
16,000  pounds.  The  freight  line  received  not  only  the 
difference  between  the  payments  it  made  to  the  railroads 
and  the  freight  charges  it  collected,  but  also  mileage  from 
the  railroads  at  the  rate  of  two  cents  per  mile. 

Omitting  exceptional  contracts,  the  financial  arrange- 
ments between  the  private  freight  lines  and  railways  passed 
through  two  stages.  In  the  first  period  the  prevailing 
method  was  that  a  fixed  sum  per  car  hauled  was  paid  by 
the  freight  line  to  the  carrier,  while  the  freight  line  received 
the  freight  charges  from  the  shipper  and  mileage  from 
the  carrier.  In  the  second  stage,  the  freight  line  made  no 
payment  to  the  railway,  but  was  paid  in  various  ways  for 
the  use  of  its  cars  and  the  solicitation  of  business.  The 
principal  method  of  payment  was  a  percentage  of  the 
freight  rate,  and  the  lines  came  to  be  known  as  **  com- 
mission lines. ' '  On  westward  traffic  the  commissions  ranged 
from  fifteen  per  cent  on  the  first  three  classes  of  freight, 
ten  per  cent  on  the  fourth  class,  and  eight  per  cent  on 
specials,  down  to  ten  per  cent  on  the  first  three  classes,  and 
five  per  cent  on  the  fourth  class  and  specials.  On  east- 
bound  traflSc  they  usually  were  twelve  per  cent  on  the  first 
three  classes,  ten  per  cent  on  the  fourth  daas,  and- eight 
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per  cent  on  specials.  Other  roads  settled  on  a  mileage  basia 
The  Vermont  Central,  for  example,  and  all  other  lines  over 
which  the  **  National  Dispatch  "  operated,  except  the 
Michigan  Central  (which  paid  two  cents),  paid  to  this 
line  a  mileage  of  first  three,  and  then  two  and  one  half 
cents  per  car  mile.  Still  others  paid  the  freight  lines  a 
fixed  per  diem  allowance.  The  United  States  Boiling  Stock 
Company,  for  instance,  received  seventy-five  cents  per  day 
for  three  hundred  days  per  year,  and  repairs  were  made 
by  the  carriers. 

While  many  of  these  early  private  freight  lines  fulfilled 
a  much-needed  service,  complaint  arose  that  in  some  cases 
they  unduly  diverted  profits  from  the  stockholders  of  the 
railroads.  The  bitterest  opposition  appeared  in  the  case 
of  those  freight  lines  whose  stockholders  consisted  largely 
of  railway  ofScials.  In  the  case  of  the  National  Car  Com- 
pany or  **  National  Dispatch  ''  and  the  Vermont  Iron  & 
Car  Company,  for  example,  it  was  admitted,  when  the 
Vermont  legislature  investigated  the  companies,  that  their 
stocks  were  largely  held  by  officials  of  the  Vermont  Central, 
Vermont  &  Canada,  Grand  Trunk,  Boston  &  Lowell,  and 
other  railways.  At  times,  the  cars  of  these  freight  lines 
were  given  preference  over  those  of  the  Vermont  Central. 
Their  cars  were  built  in  the  car  works  of  the  Vermont 
Central,  and  often  sold  at  but  little  more  than  the  cost 
of  construction.  The  National  Car  Company  paid  first 
ten  per  cent  and  then  twelve  per  cent  dividends  on  the  par 
value  of  its  stock,  and  the  Vermont  Iron  &  Car  Company 
paid  ten  per  cent,  while  the  Vermont  Central  Railroad 
was  in  the  hands  of  a  receiver. 

Partly  because  of  such  abuses,  but  more  generally  be- 
cause of  the  consolidation  of  the  railways  into  extensive 
systems  which  made  independent  freight  lines  unnecessary, 
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the  movement  on  the  part  of  the  railways  to  purchase  the 
lines  gained  ground  so  rapidly  that^  by  1875,  they  had 
almost  entirely  disappeared. 

m.     PRESENT-DAY  FREIGHT  LINES 

The  rapid  disappearance  of  the  private  fast  freight 
companies  was  the  signal  for  new  forms  of  freight  lines. 
There  are  at  present  two  general  types:  cooperative  and 
company.  The  cooperative  lines  made  their  appearance 
even  before  the  private  lines  had  largely  disappeared,  as, 
for  example,  the  **  Purple  Line,"  **  Orange  Line,"  **  Plan- 
et Line,"  **  Blue,"  **  Red,"  and  *'  White  "  lines.  The 
usual  arrangement  was,  and  still  is,  for  each  road  interested 
to  contribute  a  portion  of  the  equipment,  the  total  earnings 
being  prorated  among  the  members,  just  as  in  the  case 
of  interline  freight  shipped  without  the  medium  of  a  freight 
line.  A  board  of  managers,  consisting  of  an  official  from 
each  railway  interested,  selects  a  general  manager  and  his 
assistants.  Agents  are  then  located  at  the  leading  terminals 
to  solicit  business,  and  all  the  freight  they  succeed  in  get- 
ting is  consigned  over  the  particular  route  represented  by 
the  cooperative  line.  The  only  cost  to  the  participating 
carriers  is  the  actual  expense  involved;  the  entire  profit 
goes  to  them  just  as  though  no  freight  line  had  been  organ- 
ized. Cooperative  freight  lines,  in  fact,  have  no  earnings 
separate  from  those  of  the  carriers  interested.  A  contract 
with  such  a  line  means  a  contract  with  the  parent  railways. 
Cooperative  lines  are  merely  through  routes  so  organized 
as  to  consign  interline  traffic  over  the  railways  interested. 
Typical  examples  of  cooperative  lines  are  the  White  Line, 
Traders  Dispatch,  Lackawanna-Grand  Trunk,  Lehigh  and 
Wabash  Despatch,  and  various  others. 

With  the  further  consolidation  of  the  railways,  even 
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the  cooperative  lines  have  lost  ground ;  but  instead  of  the 
fast  freight  line  being  wholly  abandoned,  company  freight 
lines  have,  in  many  instances,  been  given  the  place  of  their 
predecessors.  There  are  in  general  two  subtypes  of  com- 
pany freight  lines,  those  which  really  consist  of  little  more 
than  departments  or  bureaus  of  a  railway,  and  those  which 
are  companies  controlled  by  the  carrier,  but  with  separate 
identity.  In  a  sense,  many  of  these  freight  lines  are  also 
cooperative,  but  they  differ  from  the  purely  cooperative 
lines  in  that,  wherever  more  than  one  ^railway  is  interested, 
the  railways  are  afSliated  so  as  to  constitute  really  a  single 
large  system. 

Of  the  bureau  type  of  company  freight  lines,  numerous 
illustrations  may  be  cited,  and  their  organization  is  not 
always  identical.  The  Star  Union  Line,  for  instance,  is 
still  cooperative  in  the  sense  that  the  Pennsylvania  system 
east  and  west  of  Pittsburg  is  interested.  5ut  when,  in 
1873,  it  was  purchased  by  the  Pennsylvania  Company,  it 
lost  its  separate  identity  and  became  a  sort  of  bureau  or 
agency  with  few  expenses  and  no  earnings  of  its  own.  It 
is  practically  an  accounting  bureau  for  the  through  freight 
over  the  Pennsylvania  system.  The  Auditor  of  the  Union 
Line  is  virtually  the  Manager  of  a  clearing  house  supervised 
by  a  board  of  control,  which  consists  of  himself  and  the 
Comptrollers  of  the  Pennsylvania  system  east  and  west  of 
Pittsburg.  In  addition  to  this  it  has,  however,  not  lost  its 
functions'  as  a  freight  line.  It  has  agents  located  at  differ- 
ent points  to  solicit  traflBc.  Such  agents  are  directed  by 
the  Manager  and  Superintendents  of  the  Star  Union  Line, 
but  are  in  reality  employees  of  the  Pennsylvania  system. 
The  soliciting  is  done  through  the  Star  Union  Line,  for  it 
represents  to  the  shipper  a  definite  through  route.  It  acts 
as  a  trade-mark,  the  use  of  which  tells  the  shipper  exactly 
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how  his  goods  will  be  routed.  A  certain  good  will,  likewise, 
is  attached  to  it  as  to  any  well-established  trade-mark. 

The  Pacific  Fruit  Express  Company  is  another  company 
freight  line  of  the  bureau  type,  but  it  is  organized  in  a 
somewhat  different  manner.  It  is  a  corporation  that  was 
formed  in  1906  by  the  Harriman  Lines  for  the  definite 
purpose  of  handling  the  fruit  business.  It  is  spoken  of  as 
a  refrigerator  line,  though  in  reality  it  is  but  a  separate 
department  of  the  Union  Pacific  Railway.  The  6,600  re- 
frigerator cars  which  the  Harriman  Lines  ordered  in  1906 
were  turned  over  to  this  department  instead  of  to  the  traffic 
department.  The  reasons  for  the  formation  of  a  separate 
company  were  that  the  traffic  department,  it  was  thought, 
could  not  devote  sufficient  time  and  study  to  the  necessary 
special  service  required  in  the  movement  of  fruit,  and  that 
an  extra  corps  of  men  was  needed  to  ice  the  cars,  locate 
the  icing  stations,  and  supervise  the  refrigerator  service 
generally. 

The  Merchants  Despatch  Transportation  Company  (M. 
D.  T.)  may  be  cited  as  an  example  of  the  second  form  of 
company  freight  line.  It  is  a  separate  company,  but  its 
stock  is  owned  by  the  New  York  Central  Lines.  It  owns 
about  6,000  cars,  has  agents  located  at  numerous  large 
cities  to  solicit  freight,  and  to  see  to  the  icing  of  the  re- 
frigerator cars  billed  under  its  care.  Very  similar  to  this 
is  the  American  Refrigerator  Transit  Company  (A.  R.  T.), 
which  is  a  separate  corporation,  but  is  subsidiary  to  the 
Wabash,  Iron  Mountain,  and  Missouri  Pacific  railways.  It 
owns  4,500  cars  and  operates  them  on  these  roads,  solicits 
freight  and  ices  its  refrigerator  cars.  The  Santa  Pe  Re- 
frigerator Dispatch  is  also  a  company  freight  line,  but  is 
so  closely  subsidiary  to  the  Atchison,  Topeka  &  Santa  Fe 
Railroad  that  it  is  sometimes  regarded  merely  as  a  depart- 
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ment  of  the  railway.  Instead  of  owning  its  equipment,  it 
leases  about  6,000  refrigerator  cars  from  the  Atchison,  pay- 
ing five  per  cent  of  their  value  annually  for  their  use.  Its 
earnings  come  from  the  refrigeration  charges  and  the  mile- 
age which  it  receives  from  the  foreign  railways  over  which 
the  cars  are  consigned. 

IV.      PRESENT  FINANCIAL  ARRANGEMENTS  BETWEEN  BAIL- 
WAYS  AND  FAST  FREIGHT  LINES 

Such  are  the  two  general  types  of  fast  freight  lines  em- 
ployed at  the  present  time.  There  are  numerous  variations 
from  the  types,  ranging  from  those  which  merely  signify  a 
through  route  to  those  owning  equipment  and  operating 
as  subsidiary  corporations.  It  naturally  follows  that  the 
financial  arrangements  between  the  freight  lines  and  the 
railways  are  even  more  variable  than  the  types  of  lines. 
In  the  case  of  the  cooperative  organization,  it  is  chiefly  a 
matter  of  prorating  the  earnings.  The  number  of  cars 
which  each  railway  furnishes  is  first  arranged,  and  then 
the  members  agree  upon  the  portion  of  the  through  rate 
which  each  shall  receive.  The  earnings  never  reach  the 
freight  line,  but  are  collected  by  the  receiving  or  delivering 
railway,  and  are  prorated  in  the  usual  manner.  Whatever 
expenses  are  incurred  by  the  freight  line  are  likewise  pro- 
rated between  the  interested  carriers.  In  the  case  of  com- 
pany lines  that .  are  merely  bureaus  or  departments,  the 
situation  is  similar,  the  lines  being  frequently  only  co- 
operative arrangements  between  the  affiliated  roads  of  a 
great  S3rstem. 

The  usual  agreement  made  by  the  company  freight  lines 
which  own  cars  is  in  the  form  of  a  contract  with  the  con- 
trolling railways.  Compensation  is  usually  made  in  the 
form  of  mileage  and  the  payment  of  a  commission  on  the 
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freight  rate.  This  type  of  organization  is  in  fact,  even 
now,  sometimes  called  a  **  Commission  Line."  The  con- 
tract of  the  Santa  Fe  Refrigerator  Dispatch  is  peculiar  in 
that  the  freight  line  receives  neither  mileage  nor  commis- 
sion from  the  parent  road,  but  pays  to  the  railway  five  per 
cent  of  the  value  of  the  cars  which  it  has  leased,  and  also 
pays  for  all  the  repairs,  expenses  of  operation  and  other 
outlays,  out  of  the  earnings  from  the  icing  service  and  the 
mileage  paid  by  foreign  roads. 

The  financial  arrangements  with  foreign  railways  over 
which  the  freight  line  cars  are  consigned  are  as  yet  un- 
settled. All  such  cars  are  really  railway  equipment,  and 
yet  the  code  of  per  diem  rules  is  not  in  every  case  applied 
to  them.  The  Santa  Fe  Refrigerator  Dispatch,  Merchants 
Despatch,  and  American  Refrigerator  Transit  Company 
collect  mileage  from  foreign  roads  in  the  same  way  that 
private  car  companies  do.  The  American  Refrigerator 
Transit  Company,  moreover,  in  some  instances  receives 
commissions  of  12^,  or  ten  per  cent  of  the  freight  rate  from 
foreign  carriers.  Some  of  the  eastern  roads  such  as  the 
Pennsylvania,  Erie,  and  Baltimore  &  Ohio,  have  applied 
an  optional  rule.  They  have  given  their  connecting  lines 
the  choice  of  paying  either  per  diem  or  mileage  according 
as  in  each  instance  the  one  or  the  other  is  found  the  cheaper. 

In  conclusion,  it  may  be  noted  that  the  term  '^  fast 
freight  line  "  is  in  most  cases  misleading.  Some  of  the 
lines  are  refrigerator  companies  and  in  reality  handle  fast 
freight.  Fast  freight  lines  should,  however,  be  distin- 
guished from  the  fast  freight  arrangements  which  the  rail- 
w&ys  are  making  to  handle  high-class  and  perishable  goods. 
*'Time"  and  ''preference"  freight  services  are  very 
different  from  the  fast  freight  lines  which  received  their 
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popular  name  in  the  early  sixties,  when  the  lack  of  through 
routes  was  the  greatest  hindrance  to  rapid  transportation. 
The  present  functions  of  the  lines  as  freight  solicitors, 
trade-marks,  accounting  bureaus,  and  in  some  cases  as  car 
owners  and  refrigerator  agencies,  have  little  to  do  with 
'*  fast  freight."  A  fast  freight  line  solicits  all  kinds 
of  through  freight,  even  grain,  hay,  and  lumber,  as  well 
as  freight  that  is  carried  on  fast  trains  or  on  schedule 
time. 

It  is  in  the  region  tributary  to  the  Atlantic  coast  ports 
that  the  fast  freight  lines  are  most  numerous.  In  1905  as 
many  as  eighty-four  offered  through  routes  from  the  West 
and  South  to  these  ports.  Their  large  number  is  due  chiefly 
to  the  fact  that  through  shipments  to  these  ports  from  the 
West  or  South  must  usually  pass  over  several  different 
carriers.  The  Atlantic  ports,  moreover,  lead  in  the  export 
business  and  many  of  the  fast  freight  lines  act  as  special 
agencies  for  supplying  through  routes  to  foreign  destina- 
tions. Relatively  few  freight  lines  terminate  at  either  the 
Gulf  or  Pacific  coast  ports,  for  the  reason  that,  while 
freight  shipments  often  pass  over  more  than  one  company's 
tracks,  the  number  of  carriers  is  ordinarily  not  great 
enough,  nor  is  the  situation  so  complicated  as  to  create  a 
need  for  numerous  freight  lines.  One  of  the  most  signi- 
ficant recent  events  in  connection  with  freight  lines  is  the 
action  taken  by  the  Atchison  and  Harriman  lines.  When 
they  undertook  the  fruit  refrigeration  service  they  deemed 
it  wise  to  organize  freight  lines  similar  to  some  of  those 
favored  by  the  roads  in  eastern  territory. 
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CHAPTER   XIV 

TIME    AND    PREFERENCE    FREIGHT 

Definiiicni  of  time  and  preference  freight — Red-ball  freight  and  bill- 
ing— Ttimso  Red-  and  Green-hall  freight  and  billing — ^Erie  Rail- 
road Manif^jft  freight  and  billing — Pennsylvania  Railroad  Pref- 
erence freight — (HRee  methods  of  controlling  morement  of  time 
freight — References. 

Most  of  the  leading  railroads  have,  within  recent  years, 
adopted  methods  for  moving  certain  kinds  of  freight  more 
rapidly  than  others.  Such  freight  is  nsually  known  as 
'*  time  freight/'  but  sometimes  as  *'  preference  '*  or 
**  fast  '*  freight.  It  is  usually  carried  on  special  freight 
trains  moving  at  the  rate  of  about  twenty  miles  per  hour 
as  contrasted  with  a  speed  of  twelve  miles  per  hour  for 
ordinary  freight.  Railways  advertise  freight  trains  running 
from  New  York  to  Chicago  in  fifty-seven  or  sixty  hours. 
Such  trains  move  on  schedule  time,  and  their  tonnage  is 
about  thirty  per  cent  less  than  that  of  slow  freight  trains. 
In  order  to  comply  with  the  state  statutes  which  usually 
require  that  live  stock  shall  be  transported  at  the  rate  of 
eighteen  or  more  miles  per  hour,  and  that  the  animals  shall 
be  unloaded  for  food  and  rest  at  the  end  of  a  given  number 
of  hours,  special  live  stock  trains  are  regularly  run. 

Many  special  arrangements  have  been  made  to  facilitate 
the  movement  of  **  time  freight."  Frequently  advance 
notices  are  sent  to  consignees  telling  them  when  to  expect 
a  shipment  of  specified  quantities  and  classes  of  freight 
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More  frequently  the  local  agent  is  notified  in  advance. 
Some  roads  have  made  standing  offers  that  when  any  sta- 
tion attains  a  daily  average  *  of,  say,  10,000  pounds  of  cer- 
tain kinds  of  freight,  a  through  car  will  be  put  on.  Some 
lines  have  adopted  a  special  billing  arrangement;  others 
have  retained  the  usual  billing  but  have  supplemented  it 
with  special  forms  and  telegraphic  reports. 

**  Time  freight  "  has  particular  reference  to  the  vari- 
ous freight  billing  methods  which  numerous  railways  have 
adopted.  The  most  distinctive  are  the  **  Red  Ball/*'  the 
'*  Red  and  Green  Ball,''  the  Erie  **  Manifest,"  and  the 
**  Preference  "  freight  systems. 

I.      RED-BALL  FREIGHT 

The  red-ball  freight  of  the  Atchison,  Topeka  &  Santa 
Pe  is  typical.  On  some  parts  of  the  system  it  has  been 
handled  since  1892,  and  it  is  now  in  use  upon  all  the 
lines  of  the  company.  It  is  limited  to  specified  classes  of 
freight  and  general  merchandise.*  Unless  by  special  or- 
der or  to  **  fill  up  "  the  train's  tonnage  rating,  no  dead 
freight,  such  as  lumber,  coal,  cotton,  or  wheat,  is  shipped 
with  red-ball  freight. 

Commodities  can  be  billed  as  red-ball  freight  only  from 
certain  designated  stations.  The  Atchison  has  about  ninety 
red-ball  stations,  and  all  other  stations  desiring  to  utilize 
the  time  freight  arrangements  are  obliged  to  forward  their 
freight  on  local  trains  to  the  nearest  red-ball  station,  where 
it  is  given  red-ball  billing.  Each  red-ball  station  is  assigned 
a  letter  or  letters  and  a  series  of  numbers,  ranging  from  1  to 
20  in  the  case  of  the  smallest,  to  1  to  900  in  the  case  of  the 

^Delaware,  Lackawanna  &  Western  Fast  Freight  Arrangements, 
Bailroad  Gazette,  vol.  xlii,  Feb.  15,  1907,  p.  212. 

'  BaUroad  OazeUe,  vol.  xxxix,  Aug.  25, 1905,  p.  184. 
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largret  stations,  according  to  the  minibPr  of  loaded  cars 
usually  forwarded.  These  letters  and  niimbera  used  coii- 
Becutively  constitute  the  symbols  employed  in  forms  and 
telegraphic  reports. 


THIS  CAR  MUST  NOT  BE  DELAYED  EXCEPT  ON 
ACCOUNT  OF  BEING  IN  BAD  ORDER. 

FOBM  1. 

Goods  and  merchandise  entitled  to  the  red-ball  billing 
are  forwarded  upon  the  red-ball  trains,  run  on  schedule 
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tlMBte  cttvalopca.  Tliaar  eavdopcs  will  ba  aacd  ia  tha  plaea  al  Card  Wav-blli 
fPora  lAS5«undanll  aad  kad  Ball  GardWay^biU  (l^na  lf49  A  BUadaid) 
hf  Afeata  dcatjcnated  by  Uie  Frelfbt  Aaditor.  aad  wtea  m  aaad  «ill  ba 
ka^dbd  ia  accofdaaoc  mtk  hia  iaatraelioaa. 


a    Haea  cavMope  aian  tear  taa  ayainoi  MCiar  «r  na  van  m  wmem  k  w 
lM«|rilas.  .Ttaiaa  bMdliaf  Red  Bafl  firdKlii  win  cerrjr  eyabel  tetUr  ham 

elope*    Baca  eaiel* 
I  Carwafdiaf  KUiiea. 


•Uflias  pdaL,  aceerdlag  to  key  ehowa  ei  toy  of  thie  envelope.    Baa  eaveW 
laal  alee  bear  proper  ayabel  letter  aad  aaabar  r 


tNlffet  Mvwatf  Bjr  tW  Kad  Ban 

lat  af  k«'      ' 


6    After  It  kM  baea  detayod 
(BM  tiMt  It  to  sat  delays  acata  as  ivato. 


e    WhweTet  It  bactaaa  ■ewMwy  to  eat  ewit  tfcto  < 
•  **aat  Mrt  cv**  raSift.  Pom  ISBB. 


7  Wbeatraekaealewcichi  taobtaiaad  iatraaeft.aBd  baBtaatdeafaea 
of  tbb  envelope,  the  Ageat  at  dcstiaatiea,  or  at  Jaaelhw  if  Wlq^MU  ia  aMdt 
.  to  e  poiat  bryoad.  — 

MOST  TUNSFEI  THE  WEiBMT  TO  lEGBlU  WAMIIL 

OOVDIXOTOBS  ABB  POUTZVBLT  PBOHXBKBD 

FBOM  xovnra  any  oab  of  bbd  baxa  fbbiobt 

WITHOUT  XT  IS  OOVBBBD  B7  A  BBO  HWBLOPB 
OB  BBD  OABD  WAT  BILL. 


•  IN  MAKING  THIS   NKD  BALL   KNVBLOPK 
INK  IN  ALL  CAtBt.   PENCIL  •  INDKUBLK  OB 
MON,  MMtT  NOT  BC  ttSKD. 


Back  of  Form  2. 
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time.  On  each  side  of  every  car  containing  red-ball  freight 
a  so-called  destination  card  is  tacked,  containing  a  red  circle, 
six  or  seven  inches  in  diameter,  within  which  is  the  number 
of  the  train  of  which  the  car  is  a  part  (Form  1).  This  red 
disk  is  easily  seen  by  all  the  yard  employees,  and  indicates 
to  them  the  nature  of  the  freight  in  the  car  and  the  train  by 
which  it  must  be  forwarded.  For  each  car  the  train  con- 
ductor has  a  red-ball  freight  envelope  (Form  2)  of  con- 
spicuous red  color  and  with  spaces  on  the  front  for  the 


Santa  Fe. 


CONSIST  as  REPOST 


lAMa. 


Jt. 


Tw  oantAL  ■nmnrnvEaT  M. 


•M  1»  Bau  bilgM  hft  Ak  MliM  •■ 


1Mb  IN 

^.••c**— 

••r» Dip. 

t 

K. 

S 

CM 

«»- 

<«» 

«-.«. 

MM 

■» 

'flarser 

ta 

-W 

-J" 

-K- 

-wr 

-fi- 

-o- 

-w 

"B" 

• 

■AvtnbkMhflwiJ 


«■!»•(•«« 


Form  3 


initials  and  number  of  the  car,  its  contents,  instructions  for 
routing,  number  and  symbol  of  the  train,  symbol  and  serial 
numbers  of  the  station,  weight  of  the  car,  and  reference  to 
the  way-bills  which  are  placed  in  the  envelope.  On  the  back 
of  the  envelope  are  spaces  for  recording  the  car's  movement. 
As  soon  as  possible  after  the  red-ball  train  has  departed 
the  agent  makes  out  a  consist  report  (Form  3),  which  states 
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the  symbol  letters  and  numbers  of  each  car  in  the  train,  its 
contents,  consignee,  and  destination.  These  data  are  trans- 
mitted by  telegraph  to  the  Red  Ball  ofSce  where  the  records 
and  train  board  are  kept.  At  the  close  of  each  day  the 
station  agent  also  makes  out  a  daily  report  of  redr-ball  loads 

santtaTfe. 


■»«■«•■ 


DAILY  REPORT  OF  RED  BALL  LOADS  DEUYEO. 


■*'. 


^lE 


tmu\ 


tmMrntm    »m 


i*««haif« 


Form  4. 


•  ilRiil 


delayed  (Form  4),  stating  the  number  of  red-ball  cars  that 
failed  to  be  moved  on  their  assigned  train.  As  the  red-ball 
train  proceeds,  the  agents  at  the  red-ball  stations  make  out 
their  passing  reports  (Form  5),  from  which  the  train  and 
station  symbols  and  serial  numbers  are  wired  to  the  Red 
Ball  office,  informing  it  of  the  train's  progress. 

If  for  any  reason  a  car  is  **  set-out/'  a  sct-oxit  report 
(Form  6)  is  utilized.  It  is  green  in  color  and  mucilaged  on 
the  back  at  the  top,  so  that  it  may  be  pasted  on  the  face  of 
the  red-ball  envelope  and  in  that  way  indicate  to  all  that  the 
car  has  been  set  out  and  must  not  again  be  delayed,  except 
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Santa  Fe. 


PASSING  REP0RT-"52"  REPORT 


•cfldlag  Opcntor 


Keedvisf  Opcmtor 


IMe«adTia«Fitod  DttcATtattnt 


GSKBKAt  SUP'T. 


From  "A 


•» 


Date"B 


t» 


.190 , 


Red  Ball  freight  with  Way-biUi  carxTiiig  following  Symbol  Letters  and 
ywiiber»i)Maed  thia  station  date  aa  ahown  below!  \ 

*    Agent  nae  **A"  and  *'B'*  for  the  date  th^  make  the  report  and  not  for 
date  of  train  movement. 


)  Symbol  Letter  and  Nmnbera   | 

Movement 

,  Lowest  No. 

Highest  No. 

Arrived 

Lea 

Mqm 

Tnia 

Time 

Trsia 

TIflic 

•'C" 

Ma 

Svmbol 

M„M 

Mo. 

SviBbo 

««p«* 

"Q" 

Mj„ 

"K" 

"M'» 

• 

• 

Conductor  Departing '  N 


Caose  of  Delay  "Q 


It 


if 


.Agent  or  Yardmaster. 


iMSTKDcnoNS.— Thia  report  to  be  made  by  Agents  or  Yardmastecs 
at  dcaLgnated  -Stations  ana  tdcgraphed  to  General  Superintendent 
immediatfely  after  the  cars  have  d^tartsd.  In  mahing  up  the  report 
uae  the  lowest  and  highest  Sjrmbol  numbers  with  letter  shown  oa 
the  "Red  Ball  Freight"  Envelope.  Hake  Mpuate  enterics  wbea 
break  occurs  in  consecutive  order. 


U«ll-4-07-100M-«U» 


Form  5. 
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SET  OUT  CAR. 


21  REPORT.  "■•• 

"l 

To  GiNiBAt  Soft./ 


Prom  Suiioa     A"    .^  ■       ■    .  P^*« 


■  ••*•%•••••*•••••■*■«••»•  aav*  ••••■•••*»*««••••••»«••••••■■■■■■•••••■  a  ■•■■««•«••■«••••••••••••••«••  ••«• 


tGiv*  here  Symbol  Letter  ead  MiiiB>l 
ber  shown  qb  Red  Bwrolovtb         J 


Car  boariDg  Sjmbol  "c". 


Stlont  at  "d" 

By  Trtin  No.  •>•• Trua  Symbdl  "O" 

.Timo  "a  •  •. _ ., 

OBtOOOUBt  of  "K" 


■»ew***>»**— "**^«  >—•»■•*  — ■ 


■Potitioo 


INSTRUCTIONS.    IMPORTANT.    REAP  THIS. 

If  for  wy  came  a  car  loaded  with  Red  Ball  freight  is  set 
eot,  ona  of  these  *'Set  Oat  Car"  forms  most  be  properly  filled 
oat  by  the  Condactor  when  car  is  set  ttut  between  terminals 
and  attached  secnrely  to  the  face  of  the  Envelope  containing 
the  Way-bills  for  this  oar.  This  form  most  remain  with 
proper  Envelope  until  it  reaches  destination. 

Conduetort  mutt  leave  these  ''Set  Out  Car"  ferme 
with  Telegraph  Operator  who  will  telegraph  above  In- 
formation  to  General  Superintendent,  and  then  turn  thie 
form  attached  to  Envelope  over  to  proper  party. 

Thie  oar  must  not  be  again  delayed  except  aooount 
Bad  Order.  Yardmattere  and  Conductors  mutt  see 
that  this  rule  le  abeolutely  enforced. 

Train  Symbof  is  shown  on  face  of  Red  Envelope. 

Yardmastefs  who  take  cars  d  Red  Ball  freight  ont  of  Its 
fagnlar  train  for  nay  canse  and  hold  them  for  another  train. 
Ihneby  forcing  a  delay,  must  attach  one  of  these  "Set  Ont 
Car"  reports  properly  wled  ont  to  the  Envelope  for  each  car, 
so  delayed  and  makeproper  report  of  it  to  General  Saperin* 
tendent  oo  Form  1^. 

Operators  will  use  Symbol  Letters  shown  hereoo  la 
tnuMBUtting  this  report. 

FOBM  6. 
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futie-ovniMiift' 


rtia  tut  tlMtfartf. 


Santa  Fe. 


DELAYED  CARS  FORWARDED. 


This  report  to  be  tued  when  forwazding  any  ow  loftded  with  Red  Ball 
freight  which  het  been  delayed  from  any  cauae. 


flcodSag  Opcimtor 


Keodyiaf  Opeimtor 


Date  and  line  Filed 


Oete  aad  Tine  Seat 


Ptom  "A" I 


24  REPORT. 

^Date___ 


ii^ii 


The  following  can  loaded  with  Red  Ball  freight  which  have  been 
delayed  at  thla  atation  went  forward  thia  date. 


Trainee 


>i 


_Engfaie"0". 


Time 


Date  nd  Time  Forwarded  *'F 


ft 


_M. 


/"H". 


Condnctor. 
Agent. 


SYMBOL  LBTTBR  AND  NO.      || 

SYMBOL  LBTTBR  AND  NO 

Pkom 

To 

Prom 

To 

UJI. 

"K" 

MJ.I 

"K" 

• 

■  — 

• 

■ 

1 

1 

- 

TiMnncnom  —Thia  form  will  be  naed  by  Agents  and  Yardmaatere 
toSS^feS^SSi  of«r.  loaded  y^  ^^  B^j^^^^S^ 
uJKI«drfayedS^  atation  on  any  accoimt.    Opetrntoja  mnst  give 

STi^^po-iM^  service,  using  symbols  In  transmitting. 

Form  7. 
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Santa  Fe^ 

Destination. 


Report  of  Arrival. 


25  REPORT. 

Date""" 


VMight  with  Way-bills  atrrving  foUowing  Symbol  Lettefa  tad 
Mmbm  aifivvd  this  slatioB  at  tame  and  date  given  bdow : 


By 

iyMbel  Uiten  aad  Maabcn    |{ 

ArriwI  Ihi.  StatiM 

UlglMttNa. 

Trmin            | 

Tim* 

IMc 

I^MPHtWe^ 

No. 

Symbol 

"C" 

"O" 

•  •ptt 

."G" 

..„M 

•  •jti 

■ 

• 

• 

===== 

ssno-s 

^ Agent  or  Yardmaiter. 

lWTmocnoi«.-Agentoor.Y«Ma.rt«s^  dwtinjtioo  of  aj  mllj 
make  ort  this  report  immedutely  on  arrival  of  cars  of  Red  Ball 
Seighf  timveling««der  symbol  Iett«s  "?^  """^^fi^rSu 
H  to  General  SupL  Agents  at  Janction  pomto  where  ars  kam  this 
p<»B^ir^>ridl  or  at  Inaction  points  inlh  any  branch  bn€  who  re- 
S3^y  cS  bSig  iSSSdWRed  Ball  will  make  ont  this  lepoft 
•bowing  arrival  of  fll  such  cax»  at  tJ*«[^tto5-. ,  .     .  ^^^.  .,^ 

bTmiking  up  this  Yeport  nse  the  k>weft  and  highest  Omol  nnm- 
bB^STSteishown  «  the  "Red  BaU  Freight"  envefcpe.    Mak* 
^ertries  when  breaks  occur  in  consecutive  order. 
>  Symbol  is -dMWB  on  face  of  Red  Envelope. 

FOBM  8 
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"for  bad  order.  After  the  set-out  car  has  been  again  for- 
warded a  delayed  cars  forwarded  report  (Fcrm  7)  is  made 
out  and  wired  to  the  Red  Ball  office.  Finally,  when  the  car 
arrives  at  its  destination  the  agent,  from  the  red-ball  envel- 
ope, makes  an  arnval  or  destination  report  (Form  8).  Vari- 
ous special  postal  card  forms  have  also  been  devised  to  carry 

'on  correspondence  between  consignee,  station  agent,  and  su- 
perintendent in  case  it  becomes  necessary  to  trace  a  shipment. 
This  system  of  billing  exists  on  various  other  railways, 
but  each  has  its  own  variations.  The  Rock  Island  *  red-ball 
freight  includes  **  Asiatic  freight,  freight  destined  to  or 
from  the  Pacific  coast,  El  Paso,  or  south  of  El  Paso;  all 
perishable  freight;  all  freight  in  refrigerator  cars  imder 

■ 

ice;  all  freight  in  bond;  and  mixed  lots  of  merchandise/' 
'The  methods  are  very  similar  to  those  of  the  Santa  Fe. 

Great  Northern^  time  freight  is  not  spoken  of  as  red- 
ball  freight,  but  the  forwarding  arrangements  are  almost 
identical.  Traffic  is  limited  to  one  train  daily  in  each  direc- 
tion,  starting  at  St.  Paul  and  Seattle,  and  includes  perish- 
able, goods,  products  liable  to  freezing,  less-than-car-load 
•merchandise,  freight  from  the  East  to  Montana  and  points 
<west,  freight  from  the  Canadian  Pacific  and  Canadian 
Northern,  freight  from  the  East  to  competitive  points  in 
Minnesota,  North  Dakota,  Iowa,  South  Dakota,  and  Ne- 
braska, east-bound  freight,  except  forest  products  and  grain, 
from  points  west  of  Havre,  and  180  other  specified  com- 
modities. Other  freight  may  be  shipped  as  time  freight  by 
special  permission  of  the  Superintendent  of  Car  Service. 

Southern  Railway  ''  time  freight,  known  as  **  manifest  " 
freight,    includes    perishable    products,    merchandise,    ma- 


*  Dewsnup,  "Railway  Organization  and  Working,"  p.' 458. 

*  Railroad  Gazette,  vol.  xxxix,  Sept.  8,  1905,  p.  222, 
» Ibid.,  Sept.  29, 1905,  p.  300. 
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chinery,  live  stock,  and  other  specified  articles.  It  differs 
chiefly  from  the  arrangements  above  outlined  in  that,  while 
it  nominally  provides  but  a  single  class  of  time  freight,  it 
actually  places  perishable  freight  in  a  separate  class.  Pro- 
vision is  made  for  a  form  known  as  the  special  record  of 
movement  of  perishable  freight. 

The  Chicago  &  Northwestern  Railway's  time  freight 
arrangements  cover  about  161  articles  of  a  perishable,  high- 
class,  or  otherwise  urgent  nature.^  It  is  not  called  a  red- 
ball  system,  but  in  its  main  essentials  is  similar.  Time 
freight  is  shipped  on  special  freight  trains,  and  is  billed 
only  from  certain  designated  ''time  freight  billing  sta- 
tions. ' '  The  forms  used  are  similar  to  those  of  the  Atchison 
and  Rock  Island,  with  a  few  differences.  The  usual  red-ball 
envelope  is  not  used,  because  waybills  of  distinctive  color 
are  considered  sufliciently  explicit.  Red-card  waybills  are 
used  in  case  the  special  waybill  has  not  been  made  out. 

II.      FRISCO   RED  AND   GREEK   BALL  TIME  FREIGHT 

Another  method  of  forwarding  time  freight  is  the  Red 
and  Green  Ball  System  of  the  St.  Louis  &  San  Francisco 
Railway.*  Its  distinctive  feature  is  the  division  of  time 
freight  into  two  classes — red-ball  freight,  which  includes 
perishable  articles,  all  car-load  lots  of  package  merchandise, 
and  seventeen  other  specified  items ;  and  green-ball  freight, 
which  applies  to  more  articles  and  includes  109  specified 
commodities.    Red-ball  freight  is  given  preference  over  all 

'  Railroad  Gazette,  vol.  xxxix,  Sept.  1,  1905,  p.  208.  "IiiBtruciioiu 
Governing  Movement  of  Time  Freight,"  Aug.  1, 1905. 

'  "Revised  Instructions  Governing  the  Handling  of  Red  and  Green 
Ball  Freight/'  Dec.  15,  1906,  and  April  21,  1909.  Joint  Circular  of 
Accounting  Dept.  No.  N--99,  and  Supt.  Transp.  Dept.  No.  3.  Railroad 
Gazette,  vol.  xxxix,  Aug.  18,  1905,  p.  158;  Railroad  Age  GazeUe,  vol. 
zlvii,  Oct.  29, 1909,  p.  799. 
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other  freight,  while  green-ball  freight  precedes  ordinary 
freight.  There  are  sixty-six  red  and  green  ball  stations, 
and  they  are  given  symbol  letters  and  serial  numbers,  as  in 
the  case  of  the  Santa  ¥6  red-ball  system.  From  one  to  five 
'  trains  in  each  of  the  nine  operating  groups  are  set  aside  to 
carry  time  freight,  and  all  trains  in  the  same  group  are 
designated  by  a  single  train  number. 

The  operating  forms  are  similar  to  those  used  in  ship- 
ping red-ball  freight  on  the  Atchison  and  Rock  Island,  with 
modifications  to  meet  the  double  classification.  Red  disk- 
shaped  cards  are  attached  to  red-ball  cars  and  green  ones  to 
green-ball  c/irs.  To  distinguish  the  billing  of  time  freight 
from  that  of  ordinary  freight  three  special  waybill  enve- 
lopes are  used.  One,  pink  in  color,  is  used  for  red-ball  way- 
bills; another  is  green,  and  used  for  green-ball  waybills; 
while  a  red  envelope  is  used  for  card  waybills,  which  may 
be  issued  only  for  fresh  meat,  packing-house  products,  fruit, 
and  vegetables.  Special  waybills  are  used,  colored  respect- 
ively, red  and  green.  The  Frisco  System  has  the  usual 
**  consist,''  **  passing,"  **  set-out,"  **  delayed  cars,"  *'  for- 
warded," and  **  arrival  "  reports.  Once  each  month  a  per- 
manent report  is  made  by  the  agent  of  each  red  and  green 
ball  station,  giving  a  complete  record  of  all  time  freight 
handled  during  the  preceding  month.  The  system  is  oper- 
ated from  the  office  of  the  Superintendent  of  Car  Service, 
who  alone  traces  car-load  shipments,  and  thus  avoids  dupli- 
cation of  department  work. 

The  most  recent  addition  to  the  Frisco  red  and  green 
ball  system  is  the  adoption  of  the  so-called  **  Merchandise 
Scheme."^    Ordinarily  merchandise  or  package  freight  is 

*  Letters  of  Superintendent  of  Transportation  of  Frisco  Lines,  July  7 
and  July  21, 1909.  Frisco  Circular  No.  4  of  July  15, 1907.  Railroad  Age 
Gazette,  vol.  xlvii,  Oct.  29, 1909,  p.  799. 
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included  in  the  regular  red-ball  or  niatiifest  freight  scheme 
of  a  railway.  In  order  to  supervise  especially  such  freight, 
the  St.  Louis  &  San  Franeiseo  Railroad  modifies  the  usual 
red-ball  arrangement.  Agents  are  ordered  to  mark  and  tag 
each  article  or  package  so  as  to  show  plainly  the  name  of 
the  consignee  and  the  destination  of  the  shipment.  Special 
care  is  taken  to  make  as  many  straight  cars  as  possible,  and 
the  schedule  for  peddler  cars  is  so  adjusted  as  to  concen- 
trate the  freight  for  any  one  station  in  one  car. 

To  secure  a  check  on  the  handling  of  merchandise  cars 
the  usual  red-ball  disk  is  displaced  by  a  special  fast  mer- 

Tw^  aw  wmr  war  wt  ttn-itt  nr^wr  ow  *eoouw  of  tiwa  im  aa  o»»w 

FAST 
ERCl  iNDlSl 

IKOAIWkY  SmiON  SCHEDyiE  CM-STMBOL  X__ 


Form  9. 

chandise  card  (Form  9),  attached  to  each  side  door  of  the 
car.  A  special  fast  merchandise  red-ball  wai/bill  envel- 
ope (Form  10)  is  used.  A  transfer  station  report  (Form 
11)  is  added  to  the  usual  red-ball  forma,  which  enables  the 
tracing  of  a  less  than  car  load  shipment  from  a  large  mer- 
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FRISCO 


Fast  Merelianilise  Rail  Ball  Fraiikt 

WAY-BILL  ENVBLOPE 


iMMmaanMi mnui 

«__ MTI 

FRO  M 

TO 


••iHi«> 


niUUL  KSimATMNt 


I      HI     ■     <r 


mwAiiiM  tTAniN  sYHNLLcnn  Am  MiMta. 


<litt         TMn^  TAlg  ,   19M,  BET  Tmt. 


nsixiiciioraL 

Ibt  Rtv«mw  W«y>raiteov«ilatM»iB  thtewv«fep«,fljid  bkwk 


Mt  pMWvdT  oraUbiMd  horn  aoviac  a  car  of 


hM  MuclMBilIti  ft^adato  Red  Ball  Prttekt  la  raedTad  from  obo* 
iMt  as  warWDi  af  tedsa  Vaa  inaa,  Amita  wfll  All  oat  ooa  of 
iban  aayJoaaa  aad  aadaia  tha  foralca  waf^Uli^  Mcwaly  faittawl 
iBgattitt  aaldflf  npamtt  aa*««lopa  tut  aadi  or. 

Wboa  OMM*  tkaa  aaa  way^Ml  far  a  car  *^»r*««-t  Marekaadiw 
aahodida  Kad  Ban  Mght.  aO  tha  varbOla  aratt  ba 
iwrloiiihithbaa^aiopa. 

QrlglairiBC  AfMla  mam  caMf oB j  iO  la  aB  tba  blaak  i 


Taid  Ctato  aiaat  chaek  tba  wav-biUt  la  thb  aavalapa 
vllh  tba  Agnt^  oadarwunt  aad  kaow  that  cbcy  agiaa  btfart  kvila^ 


Oilgfaatlac  Agaatt  aiaM  fcacp  aa  Ihpnwlaa  aaiqr  of  aavilepa  to 

tha  frataht  aavaitd  hjr  thii  amclapa  aaft  aot  ba  ddajcd. 
aa  acaaot  af  bad  avdtr  can   After  k  bai  bcaa  ddayatt  oao^  frai 
anal  ba  lakaa  ta  na  that  to  Ji  aot  dalayad  afda  ca  roata. 

ever  to  baaaaaa  aaecHarr  to  cat  oat  tbh  car  aa  aay 
or  TaidaHMar  maat  attach  haralo  a  *'8al-Oat  Cm" 
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ehandise  center  through  the  transfer  stations  at  which  the 
report  is  made  to  its  destination  or  delivery  to  a  connecting 
line.  Distinctive  envelopes  are  used  to  forward  the  transfer 
station  reports  by  train  mail.  Finally,  provision  is  made 
for  daily,  weekly,  semimonthly,  and  monthly  reports  of 
merchandise  red-ball  freight.  The  system  as  a  whole  pro- 
vides more  detailed  supervision  over  less  than  car  load  mer- 
chandise than  has  ever  before  been  attempted. 

in.      ERIE  RAILROAD  MANIFEST  FREIGHT 

The  time  freight  arrangements  of  the  Erie  Railroad  * 
are  sufficiently  different  from  those  previously  outlined  to 
warrant  separate  mention.  One  distinctive  feature  is  the 
practice  of  grouping  all  cars  containing  freight  of  similar 
classification,  moving  from  one  point  to  another,  and  issu- 
ing a  single  **  manifest  "  or  waybill  for  the  entire  group 
instead  of  one  for  each  car  separately.  The  advantage 
claimed  is  that  it  simplifies  the  telegraphic  reporting.  The 
Erie,  moreover,  classifies  its  freight  in  four  classes — quick 
dispatch,  time  dispatch,  continuous  movement  freight,  and 
ordinary  freight.  The  difference  lies  in  the  fact  that  each 
is  billed  for  movement  on  certain  specified  trains.  The  first 
two  classes  move  as  fa^t  or  **  manifest  '*  freight.  Quick  dis- 
patch freight  moves  on  the  fastest  freight  trains,  and  con- 
sists of  the  highest  class  of  freight ;  time  dispatch  is  given  a 
slower  schedule,  and  consists  of  fourth-class  car-load  freight 
and  certain  specified  articles  of  lower  class. 

Manifest  freight  can  be  billed  from  twenty-six  author- 
ized stations,  and  a  definite  procedure  is  followed  in 
handling  it.    Red-card  bills  are  used  for  both  quick  and  time 

» RaUroad  GazeUe,  vol.  xxxix,  Nov.  17,  1905,  p.  467.  Freight  Train 
Book  No.  3.  Circular  No.  7,  '' InstructioDB  Governing  the  Handling 
q£  Freight." 
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dispatch  to  distinguish  it  from  the  green-card  bills  of  con- 
tinuous movement  freight  and  the  yellow  manila  card  bills 
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of  ordinary  freight.     Manifest  waybills  are  made  out  be- 
fore the  trains  leave  the  authorized  stations  (Form  12). 
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Then  a  telegraph  manifest  freight  report  (Form  13)  is 
made  out,  showing  all  manifests  forwarded  on  a  specified 
train  and  all  cars  left  behind.  It  corresponds  roughly  to 
the  usual  consist  report.    Moreover,  one  of  these  reports  is 


•  IMaMi 


tegjial  Erie  Railroad.  coMwioT't  Mwtwit  Fwitm  w«»eft. 
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made  after  the  departure  of  the  train  from  each  author- 
ized station,  and  thus  serves  as  a  passing  report.  Finally,  a 
conductor's  manifest  freight  report   (Form  14)   is  made 
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out  by  the  conductor  when  the  train  arrives  at  division 
points ;  if  any  cars  are  set  out  or  added,  it  is  noted  in  this 
form,  which  in  that  way  serves  as  a  set-out  report. 

IV.      PREFERENCE  FREIGHT 

A  number  of  railways  have  inaugurated  a  so-called 
**  preference  freight  train  service."  The  Penn^lvania 
Railroad,  for  example,  makes  provision  for  **  preference 
freight  "  as  distinguished  from  **  ordinary  "  or  **  slow  " 
freight.  It  includes  ^  all  perishable  products,  all  less  than 
car  load  merchandise,  and  all  first,  second,  third,  ''  Rule 
26  ''*,  and  fourth-class  car-load  merchandise. 

As  compared  with  the  other  methods  described  in  this 
chapter,  it  is  extremely  simple.  No  special  billing  forms  are 
used.  To  the  train  and  yard  men  it  is  identified  only  by 
so-called  ''stickers,''  which,  being  mucilaged  at  one  end, 
are  pasted  to  the  regular  conductor's  card  waybill.  For 
through  preference  freight,  a  sticker  with  large  red  letters 
(Form  15)  is  used,  while  for  local  preference  freight  the 
sticker  is  printed  with  black  letters  (Form  16).  The 
**  sticker  cars  "  go  on  the  fast  schedule  trains  provided  for 
them.  The  system  depends  upon  the  speed  of  these  trains, 
upon  their  right  of  way  over  all  other  freight  trains,  ex- 
cept live  stock  trains  from  Pittsburg  and  trains  containing 
perishable  goods  from  the  South,  and  upon  the  stickers, 
which  clearly  indicate  to  all  employees  the  nature  of- the 
freight  contained  in  a  car.  In  case  a  sticker  car  is  set  out 
for  repair,  a  telegraphic  report  is  made  to  the  Superintend- 
ent of  Freight  Transportation.     If  any  slow  freight  is 

*  Pennsylvania  Railroad  Transportation  Department,  "  Preference 
Freight  Train  Service,"  General  Notice  No.  14  F.,  May  4,  1908. 

*  Official  Classification  No.  35.  "Rule  26"  includes  articles  rated  at 
20  per  cent.  less  than  third  class. 
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added  to  fill  out  a  train's  rating,  the  preference  freight  cars 
are  bunched  near  the  engine,  and  each  division  promptly 
reports  the  train's  arrival  to  the  next  division,  in  order  that 
advance  arrangements  may  be  made  and  unnecessary  de- 
lays avoided.  Otherwise  no  provision  is  made  for  an 
elaborate  system  of  telegraphic  reports. 

V.      METHODS  OF  CONTROL  AT  CENTRAL  OFFICE 

All  the  telegraphic  reports  made  by  the  station  agents, 
yard  masters,  or  conductors  handling  time  freight  are  trans- 
mitted to  a  central  ofiice.  This  may  be  the  office  of  the 
Superintendent  of  Transportation,  Superintendent  of  Car 
Service,  or  other  proper  ofiicial.  Two  general  methods  of 
control  from  the  central  office  are  in  use — the  train  board 
and  the  loose-leaf  record. 

One  type  of  train  board  may  be  illustrated  by  referring 
to  that  of  the  Great  Northern.^  It  is  sixteen  feet  long  and 
is  divided  into  sections,  representing  the  various  operating 
districts,  and  contains  the  names  of  all  the  leading  terminals. 
Iron  rods  run  across  the  board,  carrying  boxes,  each  repre- 
senting a  time  freight  train  and  containing  the  car  num- 
bers. Instead  of  having  the  usual  plugs  or  pegs,  the  symbol 
numbers  are  placed  on  the  ends  of  blocks,  which  carry  slips 
of  paper,  upon  which  all  the  essential  information  received 
from  the  various  reports  is  placed.  The  advantage  claimed 
is  that,  in  case  of  delayed  cars,  the  required  information  is 
immediately  available.  As  the  train  proceeds  and  reports 
are  received  from  the  designated  stations  the  box  is  like- 
wise moved.  If  any  cars  are  delivered  en  route  or  are  **  set 
out,"  it  is  noted  on  the  blocks  representing  them,  and  a 
complete  record  of  the  train's  progress  is  kept.    If  tracing 


>  Railroad  OazeUe,  vol.  xxxix,  Sept.  8,  1905,  p.  222. 
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becomes  necessary,  the  blocks,  unless  false  reports  have 
been  made,  will  indicate  the  car's  location. 

Another  type  of  time  freight  train  board  is  used  by  the 
Chicago  &  Northwestern.^  As  usual,  there  is  a  long  board, 
with  the  train  districts  and  terminals  indicated  on  it.  In- 
stead of  train  boxes  with  blocks,  however,  a  small  board 
(7x7^  inches)  is  constructed  for  each  train,  and  plugs, 
marked  with  the  symbols  and  numbers  of  the  various  **  time 
freight  billing  stations,"  are  inserted  in  holes.  The  small 
board  is  then  hung  on  the  hooks  of  the  large  train  board,  to 
be  moved  along  as  reports  are  received.  If  cars  are  deliv- 
ered, the  pegs  representing  them  are  placed  in  cases  pro- 
vided for  them ;  if  cars  are  set  out,  their  respective  pegs  are 
withdrawn  from  the  board  and,  together  with  the  set-out 
report,  are  plugged  in  the  train  board  at  the  proper  point, 
and  remain  there  until  the  cars  have  been  forwarded. 
Every  car's  position  is  somewhere  shown  by  the  position  of 
its  peg  on  the  train  board.  The  train  board,  with  pegs, 
varies  somewhat  on  different  roads,'  but  is  the  most  com- 
mon method  of  locating  time  freight. 

The  loose-leaf  record  method  may  be  illustrated  by  the 
practice  of  the  Frisco  System  and  the  Erie  Railroad.  The 
St.  Louis  &  San  Francisco'  substituted  the  loose-record 
sheets  in  place  of  the  train  board,  because  the  latter  did  not 
provide  a  permanent  record  for  future  use.  The  new 
method  makes  it  possible  to  answer  tracers  days  or  weeks 
after  the  train  has  reached  its  destination.  The  Erie  ^  like- 
wise keeps  its  records  on  large  sheets,  showing  number  of 

« 

*  Railroad  Gazette,  vol.  xxxix,  Sept.  1, 1905,  p.  208. 

« For  Illinois  Central  board  see  Dewsnup,  "  Railway  Organization 
ftnd  Working/'  p.  94. 

*  Railroad  GazetU,  vol.  xxxix,  Aug.  18, 1905,  p.  158. 

*  Ibid,,  Nov.  17, 1905,  p.  467. 
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cars  in  each  manifest,  manifest  number,  destination,  time 
ready  for  transit,  train  number,  time  of  departure,  and  date 
of  set-outs  and  pick-ups.  The  sheets  are  bound  in  book 
form  and  serve  as  a  permanent  record. 
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FREIGHT  TRAFFIC  ASSOCIATIONS 

Origin  of  railway  traffic  associations — Functions  of  early  traffic 
associations — ^Development  of  traffic  associations,  1870-1887 — 
Southern  Railway  and  Steamship  Association — ^Trunk  Line,  and 
Central  Traffic  associations — Three  services  performed  hy  Joint 
Executive  Committee — ^Legal  status  of  traffic  associations — 
Existing  freight  traffic  associations,  types,  names,  and  territory 
occupied — Organization  of  Central  Freight  association — Organiza- 
tion of  Southwestern  Tariff  Committee — Activities  thereof,  state- 
ment by  Mr.  L.  A.  Leland — Rate  agreements  not  permitted  by 
law — References. 

Interrailway  relations  are  highly  complex  and  tend  to 
become  more  so.  This  results  not  alone  nor  mainly  from 
competition,  which,  though  persistent  and  pervasive,  is  being 
more  effectively  regulated  with  the  steady  integration  of 
the  railways.  It  is  rather  the  essential  unity  of  the  trans- 
portation  services  of  our  railway  system  as  a  whole  that 
makes  necessary  the  cooperation  and  the  association  of  the 
many  separate  companies  engaged  in  performing  those  serv- 
ices. The  traffic  associations,  freight  and  passenger,  are  the 
chief,  although  not  the  only,  agencies  through  which  the 
railroads  cooperate;  and  the  success  these  organizations 
have  had  in  harmonizing  the  relations  of  the  railways  and 
in  enabling  them  to  work  together  in  performing  and  ex- 
tending their  services  has  been  of  great  advantage  not  only 
to  the  carriers  themselves,  but  also  to  the  general  public. 
The  traffic  associations  have  assisted  in  making  rates  more 
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.stable  and  less  discriminatory  and  in  making  railway  trans- 
portation more  economical,  prompt,  and  reliable ;  they  have, 
in  a  word,  given  both  carriers  and  the  public  the  benefits 
of  a  unified  service. 

ORIGIN  OP  RAILWAY  TRAFFIC  ASSOCIATIONS 

The  necessity  for  the  association  of  railroads  and  for  the 
formation  of  trafiic  associations  began  to  be  evident  when 
the  several  railway  lines  became  long  enough  to  compete 
with  each  other  for  freight  and  passenger  traffic.  This  situ- 
ation arose  first- during  the  decade  from  1850  to  1860,  when 
the  trunk  lines  from  the  Atlantic  seaboard  reached  the 
Great  Lakes  and  the  Ohio  River,  and  thus  became  interested 
in  securing  the  traffic  between  the  Eastern  States  and  the 
rapidly  developing  West.  Commodore  Vanderbilt  united 
into  a  single  line  seven  separate  roads  connecting  Albany 
with  Buffalo,  and  two  years  later  he  had  a  through  line  from 
New  York  City  to  Buffalo.  The  Erie  Railroad  was  com- 
pleted through  to  Erie  in  1851;  the  Baltimore  &  Ohio 
reached  Wheeling  and  the  Ohio  River  in  the  same  year; 
and  in  1852  the  Pennsylvania  Railroad  had  a  through  rail 
line  from  Philadelphia  to  Pittsburg,  although  it  was  not 
until  1854  that  trains  could  be  run  through  from  the  Dela^ 
ware  to  the  Ohio. 

The  trunk  lines,  having  thus  been  extended  to  the  region 
beyond  the  Alleghanies,  immediately  be^an  to  compete  with 
each  other;  and  as  early  as  1854  efforts  were  made  to  keep 
their  rivalries  within  reasonable  limits.  President  J.  Edgar 
Thomson,  of  the  Pennsylvania  Railroad,  stated  in  his  annual 
report  in  1855  that  **  with  a  view  to  agreeing  upon  general 
principles  which  should  govern  railroad  companies  in  com- 
peting for  the  same  traffic  and  preventing  ruinous  competi- 
tion, a  free  interchange  of  opinions  took  place  during  the 
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past  year  between  the  offieen  of  the  four  leading  east  and 
west  lines,  and  also  with  those  of  their  western  connections. " 
It  soon  became  evident,  howerer,  that  free  interchange  of 
opinions  would  not  be  sufficient  to  regulate  interrailway 
competition ;  and  thus  we  find  President  Thomson  stating  in 
hvB  report  of  1858  that  an  agreement  had  been  signed  by 
the  presidents  of  the  four  trunk  lines  ''  for  the  purpose  of 
agreeing  upon  remunerative  rates,  abolishing  injudicious 
practices,  and  effecting  a  harmony  of  purpose  conducive  to 
the  mutual  advantage  of  the  railway  interest  and  the  pub- 
lic/' This  agreement  among  the  carriere  provided  thst 
differences  should  be  adjusted  by  mediation  or  arbitration. 

While  the  origin  of  traffic  associations  is  to  be  found  in 
the  interrailway  agreements  entered  into  during  the  decade 
preceding  the  Civil  War,  it  was  not  until  the  70's  thst 
traffic  associations,  as  they  are  now  known,  were  formally 
organized.  During  the  50 's  individual  railroad  lines 
reached  500  miles  in  length  and  inaugurated  active  competi- 
tion in  limited  sections  of  the  country.  It  was,  however,  not 
until  railroad  lines  1,000  miles  in  length  had  come  to  exist 
that  railway  companies  began  generally  to  associate  in  traf- 
fic associations.  There  was  no  railroad  in  existence  1,000 
miles  in  length  until  about  1870.  During  the  next  twenty 
years  a  maximum  length  of  5,000  miles  was  reached ;  while 
since  1890  numerous  companies  have  each  come  to  control 
more  than  10,000  miles  of  line. 

The  qrstematic  development  of  traffic  associations  in  the 
United  States  dates  from  the  period  when  individual  rail- 
roads 1,000  miles  long  came  into  existence.  In  1869  the 
New  York  Central  and  the  Pennsylvania  Railroad  each 
secured  through  connections  to  Chicago ;  five  years  later  the 
Baltimore  &  Ohio  and  the  Grand  Trunk  each  had  a  through 
line  from  the  seaboard  to  Chicago.    Each  of  these  four  rail- 
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roads  had  lines  exceeding  1,000  miles  in  length,  while  the 
Illinois  Central  Railroad  and  other  roads  in  the  Mississippi 
Valley  were  nearly  as  long.  The  competition  of  the  New 
York  Central  and  the  Pennsylvania  Railroad  for  the  traf- 
fic from  Chicago  became  uncontrollable,  and  the  situation 
was  made  even  worse  when  the  Baltimore  &  Ohio  and  the 
Grand  Trunk  reached  that  great  tonnage  center.  One  rate 
war  followed  another  in  succession,  until  organized  traffic 
associations  brought  some  degree  of  harmony  into  the  rela- 
tions of  the  warring  railways. 

PURPOSE   OR   FUNCTIONS   OP   THE  EARLY   TRAFFIC 

ASSOCIATIONS 

In  general,  traffic  associations  were  formed  to  regulate 
competition  by  means  of  rate  agreements  and  pooling  con- 
tracts. They  were  also  intended  to  assist  railroads  in  deal- 
ing with  all  traffic  matters  of  common  interest.  The  traffic 
regulated  by  hssociated  action  included  both  joint  and  com- 
petitive business.  The  rate  agreements  provided  for  the 
division  or  prorating  of  through  rates  among  the  participat- 
ing roads  and  for  fixing  the  charges  upon  competitive  traffic 
free  to  move  by  more  than  one  railway  line.  Neither  rate 
'  agreements  nor  pools  had  anything  to  do  with  noncompeti- 
tive traffic,  which,  even  in  the  days  of  pooling,  must  have 
constituted  the  larger  and  more  profitable  part  of  each  rail- 
way's  business. 

Pooling  formed  such  an  important  part  of  the  functions 
of  the  early  traffic  associations  that  it  is  desirable  to  under- 
stand  exactly  what  railway  pooling  was  and  how  it  was 
accomplished.  Pools  were  agreements  among  railroads 
whereby  their  competitive  traffic  or  receipts  from  that  traf- 
fic were  divided  among  the  companies  according  to  stipu- 
lated ratios.    There  were  two  kinds  of  pools:  those  which 
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provided  for  the  division  of  the  competitive  tonnage  were 
called  traffic  pools,  and  those  which  arranged  for  the  distri- 
bution of  the  receipts  from  that  traffic  were  money  pools. 
Traffic  pools  were  applicable  only  to  the  freight  business, 
while  money  pools  might  cover  both  freight  and  passenger 
receipts. 

The  organization  of  a  traffic  pool  was  simple.  The  rail- 
roads agreed  upon  the  rates  they  were  to  charge  upon  com- 
petitive traffic,  and  also  upon  the  percentage  of  the  total 
tonnage  to  which  each  line  should  be  entitled.  The  per- 
centages were  determined  by  the  shares  of  the  total  business 
obtained  by  the  several  rival  lines  before  they  entered  into 
the  pooling  contract.  If,  in  the  operation  of  the  pool,  it  was 
found  that  some  lines  were  not  receiving  their  stipulated 
share  of  the  total  tonnage,  the  traffic  association  took  meas- 
ures to  divert  to  that  line  traffic  from  roads  receiving  more 
than  their  allotted  percentage.  It  was  thus  necessary  for 
the  carriers,  instead  of  the  shippers,  to  route  a  certain 
amount  of  traffic.  This  was  found  to  be  one  objection  to 
the  tonnage  pool.  The  carriers,  moreover,  objected  to  hav- 
ing traffic  which  they  had  secured  taken  away  and  given 
to  rival  lines.  The  money  pool  was  simpler,  and  was  usually 
preferred. 

When  railroads  pooled  the  earnings  from  their  compet- 
itive business  each  road  retained  from  one  third  to  one 
half  of  the  receipts  from  all  competitive  traffic  and  turned 
over  the  remaining  two  thirds,  or  one  half,  of  the  re- 
ceipts into  the  treasury  or  pool  of  the  traffic  association, 
to  be  distributed  periodically  among  the  members  of  the 
organization  in  accordance  with  agreed  percentages.  In 
general,  each  road  was  allowed  to  retain  enough  of  the  earn- 
ings from  its  competitive  traffic  to  cover  the  cost  of  con- 
ducting transportation.     Such,  in  brief,  were  the  main 

292 


FREIGHT    TRAFFIC   ASSOCIATIONS 

features  of  the  pooling^  arrangements.  The  machinery  by 
which  these  contracts  were  enforced  will  be  described  in 
speaking  of  the  organization  of  traffic  associations. 

EARLY  DEVELOPMENT  OP  TRAFFIC  ASSOCIATIONS 

1870-1887 

Railways  in  the  central  West  radiated  from  Chicago,  St. 
Louis,  and  the  other  more  important  cities  of  the  upper 
Mississippi  Valley,  and,  in  course  of  time,  came  to  connect 
these  cities  with  each  other  by  a  fairly  complete  network. 
The  largest  cities  were  joined  by  two  or  more  roads,  which, 
shortly  after  the  war,  began  actively  to  compete  with  each 
other,  though  their  rivalry  was  less  intense  than  was  that  of 
the  trunk  lines  north  of  the  Ohio  and  Potomac.  With  the 
spread  of  population  to  and  beyond  the  iMissouri  River, 
Omaha  became  a  large  trtlffic  center;  and,  before  1870,  was 
connected  with  Chicago  by  three  equally  strong  roads — ^the 
Northwestern,  the  Rock  Island,  and  the  Burlington.  Each 
company  naturally  desired  all  the  traffic,  but  realized  that 
the  business  must  be  divided  among  the  competitors.  Ac- 
cordingly, the  three  companies  formed  an  association, 
agreed  to  charge  the  same  rates  on  their  competitive  traffic, 
and  to  divide  the  business  equally.- 

These  railroads  established  a  money  pool;  each  company 
was  to  retain  forty -five  per  cent  of  its  receipts  from  the 
through  passenger  business  and  fifty  per  cent  of  its  earnings 
from  the  competitive  freight  traffic.  The  remainder  of  the 
revenues  from  this  pooled  business  was  to  be  paid  into  the 
common  treasury,  to  be  divided  equally  among  the  three 
competitors.  This  agreement,  modified  in  detail  from  time 
to  time,  was  maintained,  with  the  exception  of  a  short  time 
in  1882,  for  fourteen  years,  when  the  organization  gave  way 
to  the  larger  one  called  the  Western  Freight  Association. 
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Six  years  after  the  formation  of  the  Chicago-Omaha  As- 
sociation the  Southwestern  Railway  Rate  Association  was 
established,  including  the  roads  connecting  Chicago  and  St. 
Louis  with  Missouri  River  points.  This  also  had  a  money 
pool.  The  principal  object  of  the  association  was  to  protect 
the  grain-trade  interests  of  Chicago  and  St.  Louis.  One  of 
the  useful  services  of  the  association  was  that  of  acting  as 
a  clearing  house  for  the  settlement  of  the  interline  accounts 
of  its  members. 

The  next  step  in  the  development  of  traffic  associa- 
tions was  taken  in  the  South.  In  this  section  of  the  United 
States  the  cotton  traffic  held  as  prominent  a  place  as  did  the 
grain  shipments  in  the  upper  Mississippi  Valley.  The  great 
center  of  the  cotton  trade  before  the  Civil  War  and  for  some 
time  thereafter  was  Atlanta,  6a. ;  and  the  traffic  of  the  rail- 
roads  consisted  largely  of  handling  the  raw  cotton  from 
Atlanta  and  the  other  important  markets  out-bound,  radi- 
ally, to  the  south  Atlantic  and  Gulf  ports.  Naturally,  each 
of  these  interior  cotton  markets  and  the  roads  serving  them 
sought  to  control  as  much  trade  as  possible ;  and  then,  too, 
each  seaport  reached  was  ambitious  to  handle  a  maximum 
tonnage  of  out-bound  cotton  and  of  the  in-bound  supplies 
and  manufactures  required  on  the  Southern  plantations. 

In  December,  1873,  the  four  roads  connecting  Atlanta, 
Ga.,  with  the  seaboard  formed  an  association,  through  which 
they  fixed  their  rates  upon  cotton  and  pooled  their  traffic. 
The  success  of  this  organization  led,  two  years  later,  to  the 
formation  of  the  large  and  powerful  Southern  Railway  and 
Steamship  Association,  whose  membership  came  in  time  to 
include  the  traffic  of  all  the  railway  and  steamship  lines 
south  of  the  Ohio  and  Potomac  and  east  of  the  Mississippi. 
This  organization  was  the  creation  of  the  genius  of  Albert 
Fink,  one  of  the  greatest  transportation  men  this  country 
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has  ever  had.  Inasmuch  as  this  plan  of  organization  was 
largely  followed  by  subsequent  associations,  a  brief  descrip- 
tion of  the  organization  will  be  instructive. 

The  association  included  some  thirty  railroad  and  steam- 
ship companies,  each  represented  by  an  official  of  high  rank. 
These  representatives  constituted  the  '*  convention  "  which 
was  the  legislative  body  of  the  association.  The  convention 
selected  a  general  commissioner,  who  was  the  executive  offi- 
cial of  the  organization,  a  board  of  arbitrators,  and  an  ex- 
ecutive committee,  which,  together  with  the  commissioner, 

had  jurisdiction  over  the  affairs  of  the  association  between 

• 

the  sessions  of  the  convention.  In  1883  the  executive  com- 
mittee was  given  greater  importance.  It  consisted  of  an 
executive  officer  from  each  of  the  principal  roads.  It  had 
jurisdiction  over  joint  traffic,  and,  through  its  rate  commit- 
tee, decided  what  each  company  should  charge  upon  its 
competitive  traffic.  The  rate  committee  came  in  time  to 
be  of  great  importance.  Its  membership  included  the  gen- 
eral freight  agents  of  the  principal  lines.  Action  had  to  be 
unanimous,  and,  in  case  of  disagreement,  there  was  an 
appeal  to  the  executive  committee,  whose  action  also  had  to 
be  unanimous.  In  case  the  executive  committee  disagreed, 
questions  were  referred  to  the  permanent  board  of  arbi- 
trators provided  for  in  the  articles  of  organization. 

The  rivalries  of  the  members  were  keen,  and  the  associ- 
ation was  held  together  and  made  effective  mainly  because 
large  authority  was  placed  in  the  hands  of  the  commissioner, 
who  could  go  so  far  as  to  declare  a  rate  war  against  any 
member  of  the  association  that  violated  its  agreement.  The 
different  members  of  the  organization  sought  so  eagerly  to 
build  up  their  traffic  that  it  was  found  necessary  at  one 
time,  in  order  to  prevent  deviation  from  agreed  rates,  to 
require  each  member  to  pay  into  the  pool,  for  subsequent 
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distribution,  eighty  per  cent  of  the  receipts  from  the  com- 
petitive traffic.  There  was  also  a  clearing  house  for  settling 
the  joint  traffic  accounts  of  its  members.  The  association 
was  successfully  maintained  until  the  great  panic  of  1893, 
which  brought  such  chaos  into  interrailway  relations  as  to 
disrupt  the  organization. 

In  the  northeastern  part  of  the  United  States,  between 
the  Atlantic  seaboard  and  the  middle  West,  railroad  traffic 
has  always  been  heavier  than  in  any  other  part  of  the  coun- 
try, and  the  struggles  of  rival  lines  have  been  more  severe 
there  than  elsewhere.  The  first  agreement  for  the  regula- 
tion  of  competition  was  entered  into  in  1872  by  the  anthrar 
cite  coal  carriers.  The  several  railway  companies  interested 
in  the  mining  and  transporting  of  anthracite  entered  into  a 
contract  in  that  year  to  restrict  the  amount  of  coal  mined 
and  to  divide  up  the  traffic  according  to  stipulated  ratios. 
This  agreement  continued  for  four  years.  Another  and 
similar  one  was  entered  into  in  1878,  and  renewed  from 
time  to  time  thereafter.  This  agreement  of  the  coal  carriers 
covered  only  a  single  item  of  traffic  and  applied  to  only  a 
limited  territory. 

The  great  battle  of  the  trunk  lines  was  over  the  business 
to  and  from  the  central  West.  The  first  effort  to  divide  up 
this  business  was  made  in  1875,  when  the  shippers  of  live 
stock  from  Chicago  to  the  East  were  requested  to  divide  up 
their  shipments  among  the  several  interested  lines  in  accord- 
ance with  agreed  ratios.  The  shippers  of  live  stock  were 
known  as  '*  eveners."  The  Standard  Oil  Company  acted  as 
an  evener  in  the  oil  trade.  These  contracts  were  most 
objectionable  from  the  point  of  view  of  the  railroads  and  the 
general  public.  The  large  shippers  who  were  made  eveners 
secured  very  much  lower  rates  than  the  other  shippers,  to 
the  detriment  of  the  railroads  and  of  the  competitors  of  the 
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eveners.  Fortunately,  this  contract  was  terminated  in  1879, 
when  the  trunk  lines  were  able  to  enter  into  a  pooling  con- 
tract to  divide  up  their  competitive  east-bound  business. 
This  action  of  the  carriers  was  made  possible  by  the  forma- 
tion, two  years  earlier,  of  the  Trunk  Line  Association. 

At  the  close  of  a  long  and  disastrous  rate  war,  which 
ended  in  the  summer  of  1876,  the  trunk  lines  realized  that 
it  was  necessary  for  them  to  associate ;  and  they  succeeded  in 
obtaining  the  services  of  Mr.  Albert  Fink,  who  was  able  to 
create  an  association  of  the  trunk  lines  that  proved  nearly 
as  successful  as  did  the  organization  of  the  Southern  Bail- 
way  and  Steamship  Association.  When  the  Trunk  Line 
Ajssociation  was  formed,  in  1877,  the  members  entered  into 
an  agreement  as  to  the  rates  on  west-bound  traffic  and  as  to 
the  pooling  of  that  business.  The  New  York  Central  and 
the  Erie  each  received  thirty-three  per  cent,  the  Pennsyl- 
vania Railroad  twenty-five  per  cent,  and  the  Baltimore  & 
Ohio  nine  per  cent. 

A  few  months  after  the  formation  of  the  Trunk  Line 
Association,  and  before  the  end  of  1877,  the  numerous  rail- 
roads between  Chicago  and  St.  Louis  on  the  west  and  Wheel- 
ing, Pittsburg,  Erie,  and  Buffalo  on  the  east,  united  in  the 
Central  Traffic  Association.  Then,  in  1879,  the  Central 
Traffic  Association  and  the  Trunk  Line  Association  estab- 
lished the  Joint  Executive  Committee,  the  chairman  of 
which  was  Albert  Fink,  the  Commissioner  of  the  Trunk 
Line  Association.  This  Joint  Executive  Committee  under- 
took successfully  the  performance  of  three  tasks,  two  of 
which  were  extremely  difficult  and  could  hardly  have  been 
accomplished  had  the  chairman  been  any  other  man  than 
Albert  Fink. 

The  first  and  most  complicated  of  these  tasks  was  the 
fixing  of  the  railroad  rates  to  be  enjoyed  by  Boston,  New 
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York,  Philadelphia,  and  Baltimore  on  east-bound  and  west- 
bound traffic  with  the  central  West,  both  domestic  and 
export  and  import.  Each  of  these  ports  was  fighting  the 
others  desperately,  the  railway  rates  being  most  disorgan- 
ized at  New  York,  which  was  served  by  the  greatest  number 
of  lines  to  the  West.  Boston,  being  farther  from  the  West 
than  New  York,  admitted  the  justice  of  being  charged  a  dif- 
ferential above  New  York  on  domestic  traffic,  but  insisted 
upon  having  as  low  rates  on  exports  and  imports  as  were 
given  to  New  York ;  Philadelphia,  which  was  about  ninety 
miles  nearer  Chicago,  demanded  lower  rates  on  all  traffic 
than  were  accorded  New  York ;  while  Baltimore,  which  was 
still  nearer  the  West,  demanded  that  its  rates  should  be 
under  those  given  to  Philadelphia.  Distance  alone  did  not 
seem  to  the  trunk  lines  an  adequate  reason  for  granting  dif- 
ferentials to  the  *'  outports  "  of  Philadelphia  and  Balti- 
more ;  but  the  question  was  greatly  clarified  by  the  report 
made  by  Albert  Pink  in  1882  upon  the  '*  Adjustment  of 
Railroad  Transportation  Rates  to  the  Seaboard,"  in  which 
it  was  shown  that  the  rates  from  the  central  West  to  the 
north  Atlantic  ports  were,  for  the  most  competitive  and 
controlling  portion  of  the  traffic  at  that  time,  parts  of 
through  rates  from  the  central  West  to  Liverpool  and  Eu- 
rope, and  that  the  rail  charges  to  and  from  Philadelphia 
and  Baltimore  were  as  much  less  than  those  to  and  from 
New  York  as  the  ocean  rates  from  Philadelphia  and  Balti- 
more to  Europe  were  in  excess  of  the  ocean  charges  between 
New  York  and  Europe.  The  controversy  was  referred  by 
the  trunk  lines  to  an  arbitration  committee,  which  decided 
that  Boston  should  receive  the  same  rates  as  New  York  on 
export  and  import  traffic,  that  Philadelphia  should  have  a 
differential  under  New  York,  and  that  Baltimore  should  be 
given  lower  rates  than  Philadelphia  received.    This  adjust- 
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ment  was  not  satisfactory  to  the  New  York  Central  Rail- 
road and  the  New  York  interests,  but  they  decided,  after  a 
fruitless  struggle,  to  accept  the  principle  of  the  diflPeren- 
tials ;  and  this  principle  has  been  maintained  to  the  present 
time,  although  the  difference  in  the  rates  to  the  various  ports 
has  grown  less  as  the  result  of  subsequent  readjustments. 
At  the  present  time  the  ocean  rates  are  practically  the  same 
to  and  from  all  the  Atlantic  ports,  and  it  is  questionable 
whether  the  inland  differentials  on  exports  and  imports 
will  be  maintained  in  the  future. 

The  second  task  performed  by  the  Joint  Executive  Com- 
mittee of  the  Trunk  Line  and  Central  TrafiSc  associations 
was  the  apportionment  of  the  competitive  east-bound  trafBc 
among  the  members  of  the  organization.  This  apportion- 
ment was.  made  year  by  year,  the  details  of  each  apportion- 
ment being  fought  over  earnestly,  as  would  naturally  be 
the  case. 

The  third  work  performed  by  the  Joint  Executive  Com- 
mittee was  the  prorating  of  through  rates  between  the  East 
and  the  West — between  the  lines  connecting  at  Wheeling, 
Pittsburg,  Erie,  and  Buffalo.  The  supervision  of  joint  traf- 
fic and  the  division  of  through  rates  was  an  important  duty, 
but  it  did  not  present  so  many  difficulties  as  did  the  fixing 
of  differentials  and  the  pooling  of  east-bound  traffic. 

The  traffic  associations,  freight  and  passenger,  estab- 
lished during  the  70 's  in  the  western,  southern,  and  eastern 
sections  of  the  United  States  increased  in  number  until 
practically  every  railroad  company  was  a  member  of  more 
than  one  organization.  The  associations  became  increasingly 
successful  in  steadying  rates  and  distributing  competitive 
traffic  so  as  to  check  interline  warfare,  although  they  were 
unable,  under  the  conditions  of  competition  then  existing, 
to  T»i>^ntAin  continuously  harmonious  relations  among  the 

299 


THE    FREIGHT    SERVICE 

aggressive  rival  railroads.  It  was  found  possible  by  rate 
agreements  and  pools  partially  to  regulate,  but  by  no  means 
to  terminate,  competition ;  rates  and  fares  declined,  and  the 
public  shared  with  the  railways  the  benefits  due  to  the 
more  economical  and  better  services  made  possible  by  the 
frequent  introduction  of  technical  improvements. 

LEGAL   STATUS  OP  TRAFFIC  ASSOCIATIONS 

Pooling  contracts,  as  has  been  noted,  were  a  prominent 
feature  of  the  organization  of  all  traffic  associations  estab- 
lished before  1887,  when  the  Interstate  Commerce  Act,  in 
section  5,  declared  *  *  that  it  shall  be  unlawful  for  any  com- 
mon carrier  subject  to  this  act  to  enter  into  any  contract, 
agreement,  or  combination  with  any  other  common  carrier 
or  carriers  for  the  pooling  of  freights  of  different  competing 
railroads,  or  to  divide  between  them  the  aggregate  or  net 
proceeds  of  the  earnings  of  such  railroads  or  any  portion 
thereof ;  and  in  any  case  of  an  agreement  for  the  pooling  of 
freights,  as  aforesaid,  each  day  of  its  continuance  shall  be 
deemed  a  separate  offense." 

Pooling  agreements  were  not  enforceable  at  law  even 
before  they  were  declared  illegal.  It  was  not  an  offense  to 
enter  into  a  contract  to  pool  traffic;  but  such  agreements 
were  not  enforceable,  because  they  were  in  restraint  of 
trade,  and  thus  in  violation  of  the  general  principles  of  the 
common  law.  As  Judge  Cooley  has  stated:  **  A  contract 
may  be  illegal  in  the  sense  that  it  is  forbidden  by  a  law 
which  imposes  some  penalty,  for  entering  into  it ;  or  it  may 
be  illegal  because,  though  not  forbidden,  it  is  considered  to 
be  of  an  injurious  and  demoralizing  tendency,  and  therefore 
the  law  will  not  favor  it,  but  will  refuse  to  lend  its  aid  in 
its  enforcement.  If  a  contract  is  only  illegal  in  this  last 
sense,  parties  are  at  perfect  liberty  to  enter  into  it  if  they 
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please,  but  performance  of  its  conditions  must  be  entirely 
voluntary." 

Stated  in  popular  phraseology,  pooling  contracts  were 
**  gentlemen's  agreements,"  the  strength  of  which  depended 
upon  the  honor  of  the  members  entering  into  the  contract 
and  upon  the  ability  of  the  traffic  associations  to  impose 
fines  for  the  violation  of  these  contracts.  Railway  officials 
and  others  in  favor  of  pooling  advocated  the  legalization  of 
agreements  to  divide  traffic  or  earnings  therefrom ;  but  the 
public,  being  generally  opposed  to  such  agreements,  refused 
to  legalize  the  contracts  and  made  them  unlawful. 

The  prohibition  of  pooling  compelled  the  traffic  associa- 
tions to  reorganize.  This  was  promptly  and  successfully 
done;  pooling  arrangements  were  eliminated,  but  agree- 
ments as  to  the  making  and  maintenance  of  rates  were  made 
as  stringent  as  possible.  During  the  prosperous  years  of 
the  early  90 's  the  railroad  situation  was  tolerable,  if  not 
satisfactory ;  but  when  the  great  panic  of  1893  came  on,  the 
struggle  of  the  railroads  for  competitive  traffic  was  so  in- 
tense as  to  make  the  observance  of  rate  agreements  and 
the  maintenance  of  harmonious  relations  practically  im- 
possible. 

By  1897  the  panic  was  nearing  an  end;  the  railroads 
were  strengthening  their  traffic  associations  and  were  doing 
all  that  could  be  done  to  make  their  rate  agreements  as  re- 
gards competitive  traffic  effectively  binding.  At  this  junc- 
ture the  United  States  Supreme  Court,  in  deciding  the 
Trans-Missouri  Freight  Association  case,  held  that  rate 
agreements  were  in  violation  of  the  Antitrust  Act  of  July  2, 
1890.  By  the  first  section  of  this  law  every  **  contract, 
combination  in  the  form  of  a  trust,  or  otherwise,  or  con- 
spiracy in  restraint  of  trade  or  commerce  among  the  several 
States  or  with  foreign  nations,  is  hereby  declared  to  be  ille- 
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gal."  This  law  was  passed  to  prevent  the  monopolization 
of  business  by  industrial  corporations,  but  the  Supreme 
Court,  in  1897,  decided  that  the  law,  being  general  in  terms, 
applied  to  railroads  as  well  as  to  other  corporations.  This 
decision  of  the  court  was  reaflSrmed  the  following  year,  when 
the  Joint  Traffic  Association,  whose  members  included  the 
trunk  lines  and  their  western  connections,  was  also  declared 
to  be  in  violation  of  the  act  of  1890.  Another  reorganiza- 
tion of  the  traffic  associations  to  eliminate  rate  agreements 
now  became  necessary. 

EXISTING   FREIGHT  TRAFFIC  ASSOCIATIONS 

The  success  which  the  railroads  had  in  reconstructing 
their  traffic  associations  in  1897  and  1898  was  greater  than 
even  the  most  sanguine  had  reasons  to  expect;  and  the 
progress  of  these  associations  in  strength  and  efficiency 
during  the  past  decade  has  been  little  less  than  surprising. 

This  has  been  due  to  two  causes,  the  chief  of  which  was 
the  unparalleled  prosperity  in  all  lines  of  business  from 
1899  to  1907.  The  traffic  of  the  railroads  increased  so 
rapidly  that  the  great  anxiety  of  their  managers  was  not  to 
secure  more  traffic  but  to  handle  that  which  was  offered  to 
them.  Under  these  conditions,  the  maintenance  of  rates  and 
the  regulation  of  interline  competition  was  a  comparatively 
easy  task.  The  second  reason  accounting  for  the  success  of 
traffic  associations  was  the  rapid  integration  of  railways. 
The  prosperity  of  the  country  made  capital  abundant  and 
enabled  syndicates  of  financiers  to  bring  about  the  coordina- 
tion and  consolidation  of  railways  with  unprecedented  ra- 
pidity. Community  of  interest  in  the  management  of  rail- 
roads became  the  guiding  principle,  and  it  was  relatively 
easy  for  the  railroads  to  regulate  their  interline  traffic 
affairs  by  associated  action. 
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At  the  present  time  there  are  four  classes  of  railroad 
trafSc  associations,  each  performing  distinct  services.  The 
first  class  includes  the  large  organizations  of  which  all  rail- 
roads in  a  wide  section  of  country  are  members.  The  sec- 
ond class  comprises  associations  limited  to  a  small  territory, 
usually  a  single  state.  The  third  class  consists  of  local 
bureaus  interested  in  the  trafSc  of  a  single  city,  and  its 
immediately  surrounding  territory;  while  the  fourth  type 
of  organization  has  to  do  only  with  one  or  more  specific 
kinds  of  traffic. 

At  the  present  time  there  are  twelve  freight  and  six 
passenger  associations  of  the  first  class,  the  freight  associa- 
tions and  the  territory  occupied  by  each  being  as  follows: 
(1)  The  railroads  of  New  England  are  members  of  the 
New  England  Freight  Association,  a  body  with  but  limited 
functions.  (2)  The  Trunk  Line  Association  has  supei'vision 
over  the  through  west-bound  traffic  from  points  east  of 
Buffalo,  Erie,  Pittsburg,  and  Wheeling  to  places  west  of 
those  cities,  and  all  ''  trunk  lines  "  are  members  of  this 
old  and  influential  organization.  (3)  The  Middle  States 
Freight  Association  is  within  the  Middle  or  North  Atlantic 
States  and  has  to  do  with  local  traffic  and  with  that  east- 
bound  out  of  its  territory.  (4)  Between  Buffalo,  Erie,  Pitts- 
burg, and  Wheeling  on  the  east,  and  Chicago  and  St.  Louis 
on  the  west,  lies  the  territory  of  the  efficient  Central  Freight 
Association  which  concerns  itself  with  the  local  traffic  of 
the  roads  within  its  territory  and  with  shipments  east- 
bound  to  points  beyond  its  territory.  In  the  southern  part 
of  the  United  States  east  of  the  Mississippi  and  south  of 
the  Ohio  and  Potomac  are  the  (5)  Associated  Railways  of 
Virginia  and  the  Carolinas,  and  the  (6)  Southeastern 
Freight  Association,  whose  territory  is  bounded  on  the 
west  by  a  line  drawn  through  Cincinnati,  Middleboro,  Chat* 
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tanooga,  Birmingham,  Montgomery,  and  Pensacola;  while 
west  of  this  line  and  extending  to  the  Mississippi  River  is 
the  region  occupied  by  the  (7)  Southeastern  Mississippi 
Valley  Association.  Between  Chicago  and  Lake  Michigan 
on  the  east  and  the  Missouri  River  on  the  west  is  the 
field  of  the  (8)  Western  Trunk  Line  Committee;  while 
west  of  the  ]\Iissouri  and  between  the  Missouri  and  the 
Rocky  Mountains  is  the  territory  of  the  (9)  Trans-Missouri 
Freight  Bureau.  Southwest  of  the  Missouri  and  west  of  the 
lower  Mississippi  is  the  section  covered  by  the  (10)  South- 
western Tariff  Committee;  while  overlapping  the  territory 
occupied  by  the  three  trans-]Mississippi  associations  and  con- 
cerning itself  with  the  traffic  between  the  Mississippi  Valley 
and  the  Pacific  seaboard,  is  the  (11)  Transcontinental 
Freight  Bureau.  The  other  large  association  of  which 
American  railroads  in  the  northern  part  of  the  United 
States  from  Maine  to  Washington  are  members  is  (12)  the 
Canadian  Freight  Association. 

Traffic  associations  of  the  second  class  include  bureaus 
and  committees  whose  activities  are  restricted  to  a  state 
or  a  small  section  of  territory.  These  organizations  include 
the  Colorado  Freight  Bureau,  the  Colorado-Utah  Freight 
Bureau,  the  Local  Utah  Freight  Bureau,  the  Illinois  Freight 
Committee,  the  Michigan  Freight  Committee,  the  Northern 
Committee  (Freight),  the  Virginia  Freight  Traffic  Associa- 
tion, the  Mississippi  Valley  Freight  Association,  and  the 
Western  Pennsylvania  &  Eastern  Ohio  Railway  Traffic 
Association. 

The  work  performed  by  these  associations  of  the  second 
class  is  restricted  in  scope  as  well  as  in  territory  as  com- 
pared with  the  large  organizations.  They  concern  them- 
selves with  the  local  traffic  and  the  interline  relations  of  the 
railroads  within  their  respective  sections  of  country  .which 
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include  but  a  minor  part  of  the  United  States  as  a  whole. 
It  is  the  practice  of  these  bureaus  and  committees,  as  also 
of  the  large  associations,  to  publish,  under  the  rules  of  the 
Interstate  Commerce  Commission,  tariffs  upon  the  traflSc  of 
the  various  members  of  the  organization.  The  publication 
of  these  tariffs  by  the  association,  instead  of  by  individual 
members,  is  done  '*  in  the  interest  of  economy,  one  tariflp 
being  published  for  the  use  of  all  lines  between  given 
points.'' 

The  local  associations,  those  of  the  third  class,  are  more 
numerous  than  those  of  the  first  and  second  classes,  many 
large  cities  and  important  trafiSc  centers  each  having  a 
freight  committee  or  bureau.  These  local  committees  in- 
clude, among  others,  the  Btiffalo  Freight  Committee  and 
the  Chicago  Freight  Committee.  There  are  also  the  Cin- 
cinnati, Cleveland-Lorain,  Columbus,  Dayton,  Detroit, 
Indianapolis,  Louisville,  Milwaukee,  Minneapolis,  New 
Orleans,  Peoria  and  Peking,  Pittsburg,  St.  Louis,  San- 
dusky, Springfield  (0.),  Toledo,  Wheeling,  and  Zanes- 
ville  freight  committees.  At  some  of  these  points,  as 
well  as  at  other  centers,  there  are  smaller  local  passenger 
bureaus  or  committees.  As  their  names  imply,  these 
organizations  endeavor  to  improve  the  services  and  to  har- 
monize the  interline  relations  of  railroads  at  large  traffic 
centers. 

The  fourth  class  of  railway  freight  organizations  in- 
cludes those  bureaus  interested  in  special  kinds  of  traflBc. 
The  functions  of  these  organizations,  as  their  names  in- 
dicate, are  various.  There  is  the  Gulf  Foreign  Freight  Com- 
mittee, especially  interested  in  the  export  and  import  traflSc 
handled  through  the  Gulf  ports  from  Galveston  to  Pen- 
sacola.  The  transportation  of  coal  has  brought  about  the 
establishment  of  the  St.  Louis  Coal  Traffic  Bureau  and  the 
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Ohio  Coal  TraflSc' Association.  At  Birmingham,  Alabama^ 
is  the  Southern  Iron  Committee.  There  are  thus  only  four 
of  these  associations  concerned  with  special  traffic. 

THE  PRESENT  OBGANIZATION   OF  FREIGHT  TRAFFIC 

ASSOCIATIONS 

The  work  of  the  freight  traffic  associations  is  of  such 
great  importance,  and  the  printed  information  regarding 
them  is  so  meager,  that  a  somewhat  full  statement  of  their 
organization  and  activities  is  desirable.  This  can  best  be 
made  by  describing  two  typical  bodies,  such  as  the  Central 
Freight  Association  and  the  Southwestern  Tariff  Com- 
mittee. Any  one  of  several  other  associations  might  be 
selected  for  analysis ;  indeed,  each  of  the  large  organizations 
combines  most  of  the  salient  features  of  all. 

The  Central  Freight  Association  is  one  of  the  oldest  and 
most  fully  developed  of  the  freight  traffic  organizations,  it 
and  the  Central  Passenger  Association  being  the  outgrowth 
of  the  Central  Traffic  Association,  established  in  1877.  The 
membership  of  the  Central  Freight  Association  includes 
the  railroad  companies  serving  the  territory  north  of  the 
Ohio  River  and  east  of  the  Mississippi,  with  the  exception 
of  Wisconsin  and  the  northern  peninsula  of  Michigan.  The 
eastern  boundary  is  the  line  through  Buffalo,  Erie,  Pitts- 
burg, Wheeling,  and  Parkersburg.  The  general  offices  are 
in  Chicago. 

The  purposes  of  tlie  association  according  to  the  articles 
of  organization  in  effect  at  the  beginning  of  1910,  are  de- 
clared to  be  **  To  enable  the  members  to  confer,  advise, 
and  cooperate  with  each  other  and  with  other  roads  upon 
the  subjects  of  divisions  of  through  rates,  statistics,  classifi- 
cations, rules,  regulations  and  inspection,  and  to  secure  to 
the  members  the   interchanpre   and   promulgation   of   au- 
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thentic  information  in  regard  to  the  traffic  and  tariffis  and 
rates  of  the  respective  parties.'' 

To  give  effect  to  these  purposes  the  members  agree  to 
submit  to  the  association  *'  all  questions  of  common  interest 
upon  which  action  is  desired/'  **  to  arbitrate  all  differences 
upon  questions  coming  within  the  scope  of  the  agreement/' 
and  ''  to  send  to  the  chairman  two  copies  of  all  local  and 
joint  state  and  interstate  tariffs  of  rates  and  of  changes 
therein,  also  classification  and  rules  at  the  time  of  making, 
issuing,  or  filing  the  same  with  the  Interstate  Commerce 
Commission ;  also  of  all  agreements  with  other  common  car- 
riers in  relation  to  the  rates  and  divisions  of  traffic  coming 
in  whole  or  in  part  under  this  agreement." 

By  this  agreement  the  several  railways  obligate  them- 
selves to  keep  each  other  fully  informed  as  to  their  rates 
and  traffic  arrangements;  but  inasmuch  as  the  making  of 
rates  by  joint  action  is  a  violation  of  the  Antitrust  Act  of 
1890,  the  articles  of  organization  are  careful  to  stipulate 
that  *'  nothing  herein  contained  shall  be  so  construed  as 
to  confer  on  the  majority  or  any  number  of  members  of  the 
association  the  power  to  make  rates  for  any  member." 

At  the  meetings  of  the  association  the  companies  are 
represented  by  a  designated  official,  usually  a  general 
freight  agent.  The  regular  meetings  occur  upon  alternate 
months;  but  special  meetings  may  be  called  by  the  chair- 
man  or  upon  five  days'  notice  at  the  request  of  five  mem- 
bers. A  majority  constitutes  a  quorum,  and  a  two-thirds 
vote  of  those  present  is  necessary  to  decide  most  questions. 
The  organization  includes  a  chairman,  an  executive  com- 
mittee, and  other  standing  committees  and  bureaus. 

The  chief  executive  officer  is  the  chairman.  He  inter- 
prets and  enforces  the  articles  of  agreement;  appoints  the 
requisite  clerical  force ;  and  compiles  and  issues  the  statistics 
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and  joint  publications,  including  tariflh.  In  the  compila- 
tion of  tariffs  he  is  the  agent  of  the  individual  membeis 
acting  severally.  ''All  communications  regarding  divi- 
sions of  through  rates,  and  their  issuance,  between  lines  in 
other  aswiciations  and  those  in  the  territory  of  those  in  this 
ass^iciation  shall  be  through  the  chairman/'  The  most  im- 
portant service  or  duty  of  the  chairman  is  to  inform  all 
members  of  any  propositions  made  by  an  individual  member 
concerning  changes  in  rates  or  traffic  arrangements;  this 
he  does  by  letter ;  and  thus  every  member  of  the  affiociation 
has  an  opportunity  to  object  to  the  proposed  action  of  any 
individual  member. 

The  association  has  two  important  standing  committees 
on  rate  matters,  the  Chicago  and  Ohio  River  Committee, 
and  the  St.  Louis-Cincinnati-Loulsville  Freight  Committee. 
The  office  of  the  former  is  in  Chicago  and  of  the  latter  in 
St.  Louis. 

There  is  a  Weighing  and  Inspection  Bureau  with  sub- 
bureaus  whose  **  officers  and  inspectors  shall,  when  neces- 
sary, examine  and  verify  or  correct,  when  and  where  found, 
all  errors  in  rates,  classifications  and  weights  on  all  classes 
of  through  or  local  tonnajre  which  is  carried  on  or  over  the 
railway  conipanit*s  members  of  the  association,"  and  the 
chairman,  officers,  or  inspectors  may  examine  such  books 
and  papers  of  the  individual  railways  as  may  be  necessary 
to  make  the  inspection.  The  inspection  bureau  thus  per- 
forms the  important  service  of  protecting  honest  shippers 
and  carriers  against  the  evil  consequences  of  fraudulent 
classification,  weiprhing  and  billing. 

The  Central  Freight  Association  and  the  Western  Trunk 
Lino  Committee  maintain  a  Joint  Rate  Inspection  Bureau 
j  whose  functions  are  indicated  by  its  title.    The  accounts  of 

I  this  bureau  are  periodically  examined  by  the  Standing 
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Auditing  Committee  of  the  Joint  Rate  Inspection  Bureau. 
This  auditing  committee  consists  of  two  members :  One  an 
accounting  officer  of  one  of  the  railroads  members  of  the 
Central  Freight  Association,  and  the  other  an  accounting 
officer  of  a  railroad  belonging  to  the  Western  Trunk  Line 
Committee.  The  executive  committee  of  each  organization 
annually  selects  the  accounting  officers  that  are  to  serve 
on  this  Standing  Auditing  Committee. 

The  expenses  of  the  association  are  shared  jointly  by  the 
members,  **  as  may  be  agreed  upon.'*  If  necessary,  monthly 
assessments  may  be  made  upon  the  members.  The  chair- 
man 's  accounts  are  audited  trimonthly  by  a  standing  audit- 
ing committee  selected  annually  by  the  executive  committee. 

The  above  brief  statement  of  the  purposes,  the  organiza- 
tion, and  the  committees  and  bureaus  of  the  Central  Freight 
Association  is  sufficient  to  indicate  the  great  service  it 
renders  both  carriers  and  shippers.  Without  such  .associa- 
tions, the  development  of  a  rate  system  adapted  to  the  needs 
of  a  lar^e  section  of  country  served  by  numerous  railways 
would  be  impossible.  The  cooperation  of  the  carriers 
through  their  traffic  association  enables  them  to  substitute 
harmony  and  system  for  conflict  and  chaos  in  rate-making ; 
it,  also,  facilitates  the  establishment  of  through  rates  over 
connecting  lines  and  the  satisfactory  prorating  of  the 
through  rate  among  the  interested  carriers;  it  provides  the 
machinery  for  the  detection  and  prevention  of  fraudulent 
practices,  and  makes  it  possible  for  the  rates  made  by  the 
several  carriers  to  be  published  in  one  **  tariff  ''  to  the 
advantage  both  of  shippers  and  of  government  officials 
charged  with  the  duty  of  regulating  the  railways  in  the 
interests  of  the  public. 

The  function  of  traffic  associations,  as  regards  rate- 
making  and  the  publication  of  tariffs,  is  well  stated  in  the 
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preamble  to  the  articles  of  the  association  of  the  South- 
western Tariff  Committee  which  reads  as  follows : 

''  Believing  that  the  publication  of  rates  in  joint  or 
common  tariffs  is  desirable  for  both  the  shipper  and  the 
carrier,  in  that  it  accomplishes  uniformity  and  avoids  the 
conflict  and  confusion  of  individual  issues ;  also  that  it  will 
result  in  a  more  intelligent  compliance  with  the  spirit  of 
the  Act  to  Regulate  Commerce,  and  the  orders  and  rules 
of  the  Interstate  Commerce  Commission  regarding  the  pub- 
lication of  tariffs,  and  also  in  economy  in  such  publication : 
the  lines  parties  hereto  have  formed  an  organization  to  be 
known  as  the  Southwestern  Tariff  Committee."* 

The  following  exceptionally  clear  and  concise  summary 
of  the  work  of  the  Southwestern  Tariff  Committee  has  been 
made  by  its  chairman,  Mr.  P.  A.  Leland.     The  statement 

^  The  organization  of  the  Southwestern  Tariff  Committee,  as  aet 
forth  in  its  Articles  of  Association,  is  a  model  of  brevity.  The  Articles 
are  as  follows: 

SaiUktoestem  Tariff  CommiUee 

Such  Committee  shall  be  conducted  by  a  Chairman,  who  shall  be 
subject  to  the  direction  of  an  Executive  Conmiittee. 

The  Executive  Conmiittee  may  prescribe  such  rules  as  are 
necessary  to  the  proper  conduct  of  the  Committee,  and  shall  have 
supervision  of  all  expenditures. 

The  work  of  the  Committee  shall  be  confined  to  the  publication 
and  the  distribution  of  the  Tariffs  issued  for  account  of  the  members, 
and  the  necessary  details  in  connection  therewith. 

The  Chairman  shall  be  the  Agent  of  e£u:h  individual  line,  and  the 
Tariffs  issued  by  liim  as  such  Agent  shall  be  upon  the  authority  of 
Powers  of  Attorney  given  to  him  as  required  by  the  rules  of  the  Inter- 
state Commerce  Commission. 

The  lines  parties  hereto  agree  to  pay  their  proportion  of  all 
expenses  incurred  by  the  Committee  during  their  membership,  on  a 
basis  to  be  fixed  by  the  Executive  Committee. 

The  traffic  to  which  these  Articles  relate  shall  be  (with  desig- 
nated exceptions)  all  Interstate  Freight  Traffic  and  Freight  Traffic 
with  foreign  countries  having  origin  or  destination  in  the  States  of 
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regarding  this  organization  is,  for  the  most  part,  true  of 
other  associations,  and  has  special  value  because  it  is  an  offi- 
cial account  of  the  manner  in  which  the  traffic  associations 
enable  their  members,  acting  severally,  to  cooperate  in  the 
making  and  publication  of  rates.    Mr.  Leland  says: 

**  An  organization  of  this  nature,  under  different  names, 
has  been  in  existence  among  the  Southwestern  lines,  dealing 
with  rates  to  and  from  the  State  of  Texas,  for  about  twenty 
years.  Its  principal  function  at  the  present  time  is  to  com- 
pile and  print  for  account  of  members  and  the  other  partici- 
pating lines  what  are  known  as  common  tarifTs,  embodying 
rates  for  account  of  all  such  lines  in  the  common  territory. 
This  results  in  tariffs  which  are  more  uniform  in  application 
and  more  intelligently  represent  the  views  of  the  Interstate 
Commerce  Commission  as  expressed  in  their  Tariff  Circular 
No.  17-A,  while  reducing  to  a  very  great  extent  the  expense 
which  carriers  would  be  put  to  were  such  rates  published  by 
each  separately. 

**  Our  Special  Circular  No.  3- A  gives  an  outline  of  the 
tariffs  which  we  publish.  The  tariffs  contain  from  20  to 
500  pages  each,  and  apply  between  practically  all  of  the 
territory  in  the  Ignited  States  and  the  States  of  Oklahoma, 
Arkansas,  Louisiana,  Texas,  and  the  Republic  of  Mexico. 
This  method  of  tariff  publication  has  been  greatly  encour- 


OKLAHOMA,  TEXAS,  ARKANSAS,  including  TEXARKANA,  and 
LOUISIANA. 

In  conjunction  with  the  lines  members  of  the  Railway  Association 
of  Mexico,  and  the  initial  New  Orleans  railroads,  those  Articles  also 
include  Freight  Traffic  from  points  in  the  United  States  west  of  Seaboard. 
Territory,  and  east  of  and  including  Utah  common  points,  to  Common 
Points  in  the  Republic  of  Mexico,  via  all-rail  and  rail  and  Gulf  routes. 

It  is  the  purpose  of  the  lines  parties  hereto  to  extend  the  publication 
of  joint  or  common  tariffs  to  other  territory,  should  it  be  found 
practicable. 
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aged  bj  the  Interstate  Commerce  Commwion  for  the  put- 
poses  mentioned  above,  and  it  represents  the  greatest  devel- 
opment along  these  lines  of  any  similar  organization  in  the 
United  States.  In  other  words,  while  our  membership  and 
territory  may  not  be  as  extensive,  the  number  of  publica- 
tions issued  by  this  office  is  far  greater  than  by  any  other  of 
the  tariff  agencies, 

**  The  other  important  function  of  the  committee  is  that 
of  affording  to  the  railroad  companies  facilities  for  the  expe- 
ditious handling  of  the  suggestions  for  rate  changes  which 
are  constantly  being  received  by  the  carriers  from  the  inter- 
ested shipping  public.    The  carriers  believe  that  only  by  a 
free  interchange  of  views  among  themselves  and  the  inter- 
ested shippers  can  these  suggestions  as  to  rate  changes  be 
made  in  a  manner  at  all  satisfactory  to  either  the  carriers 
or  to  the  shipping  communities.    In  other  words,  the  shipper 
applies  to  one  or  more  railroad  companies  for  a  better  ad- 
justment of  freight  rates  on  his  traffic  for  the  purpose  of 
enabling  him  to  increase  his  trade  at  certain  markets,  which 
he  fears  he  will  be  deprived  of  by  some  other  shipper  at 
some  other  shipping  point  which,  in  his  opinion,  has  a  better 
relative  freight  adjustment.    There  are  very  few  eases  where 
the  shipper  contends  that  the  rate,  per  se^  is  unreasonable. 
Manifestly,  requests  of  this  kind  could  not  be  accepted  by 
the  interested  carrier  without  some  discussion  with  the  other 
lines  serving  the  shippers  from  the  other  points  of  origin 
and  other  shippers  interested  in  the  same  commodities.    This 
could  be  done  by  correspondence  or  by  conferences  direct 
with  such  parties,  but  the  number  of  such  requests  is  so 
great  that  it  is  systematized  by  the  use  of  this  organization 
and  the  holding  of  meetings  at  stated  periods  at  which  these 
subjects  are  discussed  between  the  railway  representatives, 
and  at  which  the  shippers  are  given  an  opportunity  to  be 
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heard.  We  then  keep  a  record  of  conclusions  that  werd 
reached  and  proceed,  to  a  very  large  extent,  with  the 
publication  of  such  changes,  for  account  of  all  the  lines, 
as  may  have  been  decided  upon  as  a  result  of  the  dis- 
cussion. 

**  There  is  no  attempt  in  this  organization  to  restrict  the 
freedom  of  the  members  in  placing  in  eifect  from  time  to 
time  any  rates  which  they  decide  it  is  to  their  interest  to 
make,  and  every  carrier,  member  of  the  organization,  has 
the  undisputed  right  to  instruct  the  chairman,  as  its 
agent,  to  publish  any  rates  which  it  cares  to  adopt.  The 
members  obligate  themselves,  however,  before  making  such 
change  to  outline  the  reasons  for  the  change  desired  and  dis- 
cuss its  effect  on  other  markets,  other  commodities,  and 
shippers  with  the  other  lines  that  may  be  affected  by  such 
change. 

**  Another  important  function  of  the  organization  is  the 
distribution  from  this  central  office  to  interested  shippers 
of  the  tariffs  issued  by  the  committee.  This  is  accomplished 
by  members  furnishing  us  the  names  of  the  shippers  they 
desire  to  supply  with  one  or  more  of  our  issues,  and  the 
prompt  mailing  thereafter  to  such  shippers  of  the  tariffs, 
supplements,  or  reissues  as  they  are  published.  This  elimi-^ 
nates  the  delay  which  would  be  incident  to  the  furnishing 
of  such  tariffs  to  the  interested  carriers  and  the  redistribu- 
tion from  their  offices  to  the  shippers,  and  also  avoids  dupli- 
cation, as  we  do  not  send  tariffs  if  the  shipper  is  already  on 
our  mailing  list  for  the  issue. 

**  We  occupy  about  12,000  square  feet  of  floor  space  in 
the  Century  Building,  St.  Louis,  and  employ  an  average  of 
about  seventy  persons.*' 

As  long  as  the  public  is  served  by  a  large  number  of 
separately  operated  railways,  freight  traffic  associations  will 
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continue  to  be  useful  organizations.  They  are  the  agency  by 
which  is  secured  the  unity  and  harmony  of  action  among 
carriers  that  is  necessary  alike  to  the  railway  companies  and 
the  public.  Ever  since  the  decisions  of  the  United  States 
Supreme  Court  in  the  Trans-Missouri  Freight  Association 
and  the  Joint  Traffic  Association  cases,  in  1897  and  1898, 
declaring  associated  action  in  the  making  and  maintenance 
of  rates  to  be  a  violation  of  the  Antitrust  Act  of  1890,  leg- 
islation legalizing  rate  agreements  and  making  them  subject 
to  the  regulatioli  of  the  Interstate  Commerce  Commission 
has  been  desirable.  An  effort  was  made  to  include  in  the 
Railway  Rate  Act  of  June  18,  1910,  a  clause  that  would 
have  permitted  the  railways  to  enter  into  rate  agreements, 
valid  upon  approval  of  the  Interstate  Commerce  Commis- 
sion ;  but  the  law,  as  enacted,  is  without  this  provision,  and 
the  legal  status  of  joint  action  in  rate-making  remains 
unchanged. 
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6.  The  best  sources  of  information  regarding  the  functions 
of  traffic  associations  are  the  '^  Constitution  and  By-laws "  or 
the  ''  Articles  of  Organization "  of  the  several  bodies.  Most, 
but  not  all,  of  the  associations  have  printed  copies  of  their 
articles  of  organization. 


CHAPTER  XVI 
THE  DEVELOPMENT  OF  FREIGHT  TRAFFIC 

Connection  between  rates  and  traffic  de^relopment — ^Between  service 
and  traffic  growth — Freight  solicitation  by  traffic  department — 
Industrial,  land,  and  immigration  departments — Agricultural 
education — ^Miscellaneous  methods  of  developing  freight — Refer- 
ences. 

No  part  of  railway  management  demands  more  attention 
on  the  part  of  the  carriers  than  the  solicitation  and  mainte- 
nance of  freight  traflSc;  the  revenue  from  the  billion  tons 
of  freight  annually  carried  constitutes  the  main  source  of 
railway  profits.  Freight  solicitation  is  the  work  of  many 
officials  and  agents,  and  is  carried  on  in  many  different 
ways;  but  its  leading  aspects  will  be  revealed  by  consid- 
ering (1)  rate-making  and  traffic  development,  (2)  the 
freight  service  and  traffic  development,  (3)  solicitation 
through  the  freight  department,  (4)  the  industrial,  land, 
and  immigration  departments,  (5)  agricultural  education, 
and  (6)  miscellaneous  ways  and  means. 

I.      RATE-MAKINO  AND  TRAFFIC  DEVELOPMENT 

The  manipulation  of  the  rates  in  freight  solicitation  is 
no  longer  permissible.  Prior  to  the  enactment  of  the  Inter- 
state Commerce  Act,  in  1887,  special  rates,  and  sometimes 
rebates,  were  general.  These  devices  were  used  to  divert 
freight  from  one  line  to  another^  to  build  up  new  industries, 
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and  to  help  one  shipper  in  preference  to  another  in  retam 
for  promised  traffic.  Even  after  the  Interstate  Commerce 
Act  became  a  law,  these  practices  continued,  and  the  anti- 
rebating  and  discrimination  clauses  tended  to  change  the 
form  of  the  rebates  and  special  rates  from  the  obvious  to 
the  concealed.  After  the  passage  of  the  Elkins  Act,  in 
1903,  freight  solicitation  changed  in  character.  That  law, 
together  with  the  Hepburn  Act  of  1906,  and  the  Rate  Law 
of  June  18,  1910,  have  eliminated  the  rebate  and  special 
rate  from  freight  solicitation  and  rate-making. 

There  always  will  be  a  close  connection  between  rates 
and  traffic  development.  A  railroad  operating  in  a  new  ter- 
ritory may,  for  a  time,  offer  to  carry  freight  at  rates  which 
barely  cover  expenses,  in  order  that  it  may  rapidly  develop 
the  region.  A  producer,  located  a  long  distance  from  avail- 
able markets,  may  be  given  rates  which  enable  him  to  sell 
his  products  at  a  profit  in  competition  with  more  favorably 
located  producers.  There  are  instances  of  railways  carry- 
ing material  for  road-making  free  of  charge  in  order  that 
the  ultimate  traffic  'to  and  from  a  community  might  be  in- 
creased. Some  industries  are  given  relatively  low  rates 
to  enable  them  to  develop  in  order  that  railway  traffic  may 
grow.  Coal,  hay,  grain,  and  similar  bulky  commodities  are 
sometimes  carried  at  less  than  the  total  expenses  incurred 
by  the  railroads.  Rates  are  made  with  special  reference  to 
business  considerations,  so  that  present  traffic  may  move 
and  that  future  traffic  may  be  encouraged. 

II.      THE  FREIGHT  SERVICE   AND  TRAFFIC   DEVELOPMENT 

Railroads  now  compete  relatively  little  in  the  rates  which 
they  charge,  but  they  compete  more  than  ever  in  the  service 
which  they  offer.  Increasing  stress  is  laid  upon  the  rapidity 
with  which  freight  is  shipped.     **  Time  '*  and  **  prefer- 
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ence  "  freight  arrangements,  as  is  explained  in  Chapter 
XrV,  Vol.  I,  are  being  adopted,  so  as  to  send  certain  classes 
of  freight  through  to  destination  with  unusual  rapidity  and 
certainty.  Fast  freight  trains  running  on  schedule  time 
are  being  operated.  Equipment  b  specialized,  so  that  spe- 
cial cars  for  fruit,  meat,  live  stock,  coal,  ore,  oil,  and  other 
commodities  are  available.  Refrigerator  cars,  warehouses, 
and  icing  stations  are  installed  by  private  car  and  railway 
companies  to  make  possible  the  shipment  of  perishable 
goods  to  distant  markets.  Terminal  improvements  are 
gradually  being  made,  so  as  to  prevent  car  congestion  and 
make  more  certain  the  rapid  handling  of  large  quantities  of 
freight.  Spur  tracks  are  built  to  the  mills,  factories,  shops, 
and  mines  adjacent  to  the  main  lines,  so  as  to  enable  direct 
loading  and  unloading. 

All  of  these  and  similar  improvements  in  the  freight 
service  are  held  out  to  the  prospective  shipper  as  reasons 
■why  he  should  consign  his  freight  over  one  line  rather  than 
over  another.  This  results  in  a  rivalry  far  healthier  than 
that  of  flceret  rates  and  rebates,  and  if  the  carriers  were 
given  the  opportunity  to  return  to  their  former  methods  it 
is  doubtful  whether  many  would  do  so. 

III.      SOLICITATION    THROUOH    FREIGHT    TRAFFIC    DEPARTMENT 

Many  railroad  companies  do  all  the  work  of  freight 
lolicitation  through  the  regular  freight  department,  while 
)thers  have  established  industrial  departments.  Solici- 
Ation  by  the  freight  department  is  usually  in  charge 
>f  the  General  Freight  Agent  (or  agents)  or  the  Assistant 
jeneral  Freight  Agents,  who  in  turn  are  responsible  to  the 
Freight  Traffic  Manager,  The  responsible  officials  to  whom 
[«ports  by  solicitors  in  charge  of  smaller  districts  &re  made 
ire  the  Division  Freight  Agents.  The  duties  if  these  offi- 
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cials,  however,  are  so  diverse  that  they  can  personally  do 
but  little  actual  soliciting. 

They  have  under  their  control  a  large  number  of  com- 
mercial and  traveling  agents  whose  sole  duty  it  is  to  solicit 
freight.  The  Pennsylvania  Railroad,  for  example,  has  dis- 
trict and  special  freight  solicitors.  The  former  are  in 
charge  of  defined  territories  and  large  business  centers, 
while  the  latter  are  attached  to  the  offices  of  the  Division 
Freight  Agents,  and  are  sent  out  to  solicit  freight  wherever 
it  is  available  within  their  respective  divisions.  They  cor- 
respond generally  to  the  district  and  traveling  salesmen  of 
an  industrial  concern. 

It  is  the  freight  solicitors  who  actually  visit  the  ship- 
pers and  attempt  to  sell  transportation  to  them.  In  the 
past  their  chief  assets  consisted  of  special  rates,  rebates,  car 
discrimination,  and  general  discrimination  in  service.  To- 
day they  go  into  the  field  as  skilled  salesmen,  knowing  that 
their  rivals  cannot  undercut  in  rates,  except  at  the  risk  of 
legal  prosecution.  Occasionally  they  can  plead  lower  cart- 
age charges  or  lower  rates  as  a  result  of  shipping  freight 
by  a  differential  line  or  over  a  water  route.  Their  success, 
however,  depends  chiefly  upon  better  freight  service ;  upon 
their  ability  to  point  out  new  markets  to  a  shipper,  thus  oblir 
gating  him  to  ship  his  freight  over  their  line;  upon  the 
prompt  settlement  of  claims ;  and  upon  their  personal  skill 
as  salesmen. 

The  personal  equation  has  become  of  paramount  impor- 
tance. The  solicitor  must  have  the  ability  to  pacify  ship- 
pers who  have  real  or  supposed  grievances;  he  must  **  be 
thoroughly  informed  as  to  rates,  time  in  transit,  facilities 
available,  and  the  regulations  governing  the  handling  of  the 
freight  business  by  his  company,  so  that  he  may  advise  the 
shipper  or  the  consignee  in  the  transportation  of  their  ship* 
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ping  bnsmeffi.  ...  He  most  be  a  ready  and  sympathetic 
listener,  so  that  he  may  '  rejoice  with  them  that  do  rejoice, 
and  weep  with  them  that  weep.'  "  Just  as  the  friendships 
formed  throughout  the  course  of  years  are  an  asset  to  the 
insurance  agent,  so  are  they  to  the  freight  solicitor. 


Form  1. 


If  the  solicitor  fails  with  the  shipper,  he  may  still  suc- 
ceed with  the  consignee.  He  is  equipped  with  a  blank  form 
which  is  a  model  of  simplicity.  It  contains  merely  the  name 
of  the  dipper,  date,  number  of  the  order,  signature  of  the 


consignee,  and  a  request  to  ship  freight  over  a  specified  line 
(Form  1).  This  is  the  routing  order,  and  when  once  he  has 
the  consignee's  signature  aiBxed  to  it  he  has  gaiped  his  end. 
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The  consignee  is  also  provided  with  stickers  (Form  2), 
which  he  affixes  to  his  letter  heads  when  writing  to  the  ship- 
per in  order  to  recall  to  him  the  preferred  railway.  Solic- 
itation from  the  consignee  is  often  an  eflfective  method,  but 
is  available  only  in  those  instances  in  which  his  contract 
with  the  shipper  has  not  deprived  the  shipper  of  the  routing 
privilege. 

The  general  freight  traffic  office  issues,  from  time  to 
time,  various  publications  indicating  the  **  industrial  oppor- 
tunities "  afforded  along  a  given  line,  the  number  of  con- 
cerns recently  located  there,  and  similar  information.  The 
work  of  locating  new  industries  on  lines  not  having  an 
industrial  department  is  conducted  both  in  this  way  and 
through  the  offices  of  the  Division  Freight  Agents. 

It  is  essential  that  other  branches  of  the  railway  service 
cooperate  with  the  freight  solicitor,  so  that  the  promises  he 
makes  may  be  fulfilled.  The  freight  claim  department 
speedily  examines  claims  of  shippers  who  threaten  to  divert 
their  traffic  to  other  lines  because  of  alleged  losses.  The 
operating  officials  pay  special  attention  to  car  service,  spur 
tracks,  rapid  delivery,  or  other  items  of  freight  service  when 
the  solicitor  informs  them  of  a  threatening  ciLstomer.  The 
General  Freight  Agent  may  revise  his  freight  rates  when 
the  solicitors  find  such  a  course  essential  to  maintain  or 
increase  traffic. 

Various  employees  and  officials  of  the  operating  depart- 
ment are  directly  concerned  with  freight  solicitation.  Local 
Freight  Agents,  and  on  some  railroads  general  agents  and 
Foreign  Freight  Agents,  are  responsible  to  the  operating 
department,  but  in  the  matter  of  freight  solicitation  they 
report  to  the  freight  traffic  department.  The  local  agent 
comes  into  personal  contact  with  shippers  and  consignees 
more  frequently  than  does  any  other  railway  employee*  Hq 
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is  held  partly  responsible  for  the  showing  made  by  hb  sta- 
tion. Similarly,  it  is  the  duty  of  the  general  agent  located 
in  a  large  city  to  see  that  freight  is  routed  over  his  line  and 
to  be  a  solicitor  as  far  as  practicable.  In  these  and  other 
ways  the  general  agents  are  jointly  controlled  by  the  traffic 
and  transportation  departments.  The  Foreign  Frei,ght 
Agent  solicits  export  and  import  traffic. 

IV.   THE  INDUSTRIAL,  LAND,  AND  IMMIGBATIGN  DEPARTMENTS 

A  more  recent  movement  in  the  field  of  freight  solicita- 
tion is  the  establishment  of  an  industrial  department.  -  In- 
stead of  intrusting  the  work  of  locating  new  industries  to. 
the  Division  Freight  Agents,  a  new  department  is  created. 
As  stated  in  a  letter  to  the  authors  by  Mr.  Luis  Jackson, 
the  Industrial  Commissioner  of  the  Erie  Railroad  and  one  of 
the  pioneers  in  the  movement,  **  the  industrial  department 
was  established  to  focus  industrial  information,  to  advise 
with  manufacturers  of  specific  products  as  to  suitable  loca- 
tion, and  to  furnish  them  with  current  information  of  a 
comprehensive  nature  dealing  with  the  project  in  its  full 
relation  to  manufacture  and  commerce.  The  industrial  de- 
partment, in  addition  to  giving  information  to  manufactur- 
ers, keeps  its  own  railroad  officials  advised  as  to  the  re- 
sources of  the  territory,  and,  by  having  one  official  concen- 
trate his  attention  to  such  resources  and  development  and  to 
disseminating  information  about  the  same,  all  other  officials 
secure  a  larger  industrial  grasp  of  the  railroad  as  a  whole. 
The  general  officers,  with  their  numerous  current  duties, 
have  not  always  the  time  to  go  into  the  merits  of  or  meth- 
ods to  secure  specific  industries." 

The  first"  industrial  department  in  the  United  States  was 
established  January  1,  1891,  by  the  Chicago,  Milwaukee 
&  St.  Paul  Railway.    Since  then  many  railroads  have  taken 
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similar  action.  Sometimes,  as  in  the  case  of  the  Baltimore  & 
Ohio,  the  industrial  agent  is  an  official  of  the  freight  depart- 
ment, hut  usually  there  is  a  separate  department  with  an 
industrial  commissioner  at  its  head.  His  specific  duty  is  to 
locate  industries  adjacent  to  the  line,  so  as  to  increase  its 
traffic. 

The  industrial  department  is  an  extensive  statistical  bu- 
reau, to  which  manufacturers  and  railway  officials  can  go 
for  definite  information  as  to  the  location  of  industries. 
The  commissioner,  moreover,  goes  out  to  seek  prospective 
manufacturers  and  presents  them  with  data  showing  the 
opportunities  presented  by  the  road  which  he  represents. 
He  has  detailed  information  relative  to  the  available  raw 
material,  total  production  of  given  commodities,  number  of 
factories  and  the  number  of  their  employees,  exports  and 
imports,  population  of  towns,  local  prejudices,  labor  supply, 
nationality  of  the  people,  living  expenses,  death  rates  and 
state  of  health,  banks  and  loan  associations,  taxes,  fuel  and 
water  power,  climate,  warehouses,  freight  rates,  side  tracks, 
terminals,  land  leases,  and  available  markets.  He  negotiates 
with  all  the  different  departments  involved  in  the  location 
of  an  industry.  He  observes  industrial  changes,  studies  the 
management  of  industries  so  as  to  be  able  to  talk  intelli- 
gently, studies  human  nature,  forms  friendships,  and  organ- 
izes commercial  clubs  and  associations  to  overcome  local  jeal- 
ousies and  hatred. 

To  accomplish  its  ends,  the  industrial  department  co- 
operates with  many  other  departments.  As  is  stated  by  the 
industrial  agent  of  the  Delaware  &  Hudson:  **  The  traffic 
department  supplies,  on  an  instant's  notice,  any  kind  of 
data  required  in  regard  to  rates.  The  transportation  de- 
partment is  always  ready  with  prompt  and  useful  informar 
tion  as  to  the  movement  of  trains.    The  engineering  depart- 
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ment  cooperates  in  the  matter  of  side  tracks.  The  accounting 
department  facilitates  the  adjustment  of  claims.  The  me- 
chanical department  offers  valuable  suggestions  to  manu- 
facturers with  reference  to  equipment.  The  geologist  sup- 
plies the  analysis  of  ores  and  minerals.  In  addition  to  these 
various  departments,  there  are  hundreds  of  agents  repre- 
senting, the  railroad  company  in  the  local  territory,  as  well 
as  a  large  soliciting  staff  in  foreign  territories.  Every  man 
is  trained  to  be  alert  in  anything  industrial.  From  one  end 
of  the  line  to  the  other  the  railroad  company's  representa- 
tives feel  the  thrill  and  interest  of  the  industrial  movement. 
Monthly,  and  sometimes  oftener,  the  agents  are  called  upon 
to  report  fully  all  the  industrial  conditions  at  their  re- 
spective stations.  All  of  these  records  are  carefully  tabu- 
lated and  kept  on  file  for  future  use."  * 

Aside  from  the  information  kept  on  file  for  use  in  spe- 
cific instances,  many  industrial  departments  issue  standard 
bulletins,  usually  entitled  **  Industrial  Opportunities,"  stat- 
ing the  special  facilities  offered  by  a  given  railroad,  the 
resources  available,  special  opportunities,  a  complete  list  of 
towns,  with  the  leading  industries  and  possibilities  of  each, 
and  similar  information.  Some  industrial  departments 
issue  annual  statements  showing  the  total  number  of  indus- 
trial establishments  actually  located  on  their  lines  and 
emphasizing  the  great  diversity  in  manufactured  products. 
Many  also  publish  *^  industrial  maps  "  showing  graphically 
the  natural  resources  located  along  given  railways. 

Frequently  the  industrial  department  has  not  only  to  do 
with  manufacturing  industries,  but  is  concerned  also  with 
agriculture,  lumbering,  dairying,  and  with  securing  settlers. 
Immigration  departments,  according  to  Mr.  Luis  Jackson, 

> "  Frdght,"  Sept.,  1909,  p.  264. 
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had  been  in  existence  on  some  lines  for  over  twenty -five 
years  before  industrial  departments  were  introduced.  Land 
departments  have,  likewise,  been  in  existence  for  a  long 
time.  The  larger  railways  usually  keep  these  departments 
distinct  from  the  industrial  department,  but  require  close 
cooperation.  Their  work  is  so  interrelated,  however,  that 
on  some  of  the  roads  in  the  West  and  Southwest  the  immi- 
grant and  industrial  departments  are  combined  into  one^ 
and  on  others  there  is  a  combined  land  and  industrial 
department.  On  some  roads  the  industrial  commissioner  is 
further  allied  with  a  mineral  agent,  and  on  others  with  a 
dairy  and  agricultural  agent. 

In  some  cases  the  combined  department  is  in  charge  of 
one  agent  or  commissioner,  but  his  duties  extend  beyond  the 
manufacturing  industries.  The  industrial  commissioner  of 
the  Missouri,  Kansas  &  Texas,  for  instance,  has  done  much 
to  promote  agriculture  and  fruit  and  vegetable  growing. 
He  has  gone  so  far  as  to  bring  hundreds  of  buyers  to  Texas, 
so  as  to  create  a  market ;  he  has  instructed  the  growers  how 
to  pack,  load,  and  mark  their  products;  he  has  established 
agencies  to  examine  the  products  after  they  arrive  at  the 
markets,  so  as  to  avoid  fraud  on  the  part  of  the  buyers ;  he 
has  advertised  the  products  to  be  sold ;  and,  at  times,  he  has 
actually  sold  them  at  the  highest  price  without  cost  to  the 
growers. 

V.      AGRICULTURAL  EDUCATION 

Agricultural  education  as  a  means  of  trafSc  development 
may  be  conducted  by  the  passenger,  freight,  industrial  and 
agricultural,  land,  or  immigrant  departments ;  but  the  prin- 
ciple in  each  case  is  obvious.  The  purpose  is  to  increase 
be  th  the  freight  and  passenger  traffic  by  increasing  popula- 
tion and  production  in  the  farming  communities. 

325 


THE    FREIGHT    SERVICE 

A  favorite  method  of  some  railways  has  been  to  equip 
*'  agricultural  trains  "  and  to  send  them  through  the  farm- 
ing communities.  Usually  the  railways  work  in  connection 
with  the  agricultural  coUeges  or  agricultural  experiment 
stations  of  a  state,  the  railway  furnishing  the  cars  for  trans- 
portation and  bearing  the  general  expenses,  and  the  col- 
leges furnishing  lecturers,  printed  information,  and  speci- 
mens. One  car  is  usually  given  over  to  specimens  of  grain 
and  other  products,  with  labels  showing  **  how  and  where 
they  were  raised,  the  quality  of  the  soil,  kind  of  fertilizer," 
etc.  Another  car  w^ill  contain  specimens  of  insects  and  other 
pests ;  another  will  include  an  exhibit  of  farming  machinery 
and  tools;  and  still  another  car  will  be  equipped  with  a 
lecture  platform  and  seats,  so  that  the  college  professors 
may  talk  to  the  interested  farmers.  In  dairying  commu- 
nities a  special  dairy  exhibit  car  is  included. 

The  county  fair  affords  another  field  for  the  railway 
traffic  man.  Exhibits  similar  to  those  on  agricultural  traini» 
can  be  made,  and  experts  can  be  stationed  there  to  explain 
the  exhibition  to  the  farmers.  Of  the  same  nature  is  the 
instruction  given  by  agricultural  and  industrial  commis- 
sioners to  fruit  growers  in  methods  of  growing  and  prepar- 
ing fruit  for  the  market.  The  circulars  and  booklets  issued 
by  the  passenger  departments  of  western  railroads  are  a 
part  of  agricultural  education,  and  affect  the  freight  as  well 
as  the  passenger  business. 

VI.      MISCELLANEOUS  METHODS  OP  DEVELOPING  PREIQHT 

There  are  many  other  ways  and  means  of  developing 
freight,  some  of  which  may  be  briefly  noted.  Fast  freight 
lines,  as  has  been  explained  in  Chapter  XIII,  are  soliciting 
agencies.  They  are  through  routes,  and  their  managers  ad- 
vertise them  as  such.    They,  moreover,  have  agents  scattered 
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throughout  a  wide  territory  to  solicit  freight  and  consign  it 
over  the  route  represented  by  a  given  fast  freight  line. 
Such  agents  are  in  reality  employees  of  the  parent  railways, 
but  they  are  sent  out  by  the  manager  and  superintendents 
of  the  freight  lines  and  are  given  orders  by  them. 

The  relations  between  the  granger  railways  of  the  West 
and  the  terminal  elevator  companies  indicate  another 
method  of  developing  freight.  Originally  many  of  these  ele- 
vators werp  owned  and  operated  by  the  carriers  centering  at 
the  primary  grain  centers.  In  the  early  80 's  they  made  a 
ruling  that  grain  would  be  inspected  in  the  cars  and  shipped 
on  without  unloading  at  the  grain  markets.  They  soon  dis- 
covered that  this  threatened  the  position  of  Chicago  as  a 
grain  center;  but,  in  the  face  of  public  demands  and  the 
Interstate  Commerce  Act,  they  did  not  see  fit  to  rescind  the 
ruling.  The  granger  railways,  therefore,  sold  or  leased 
their  elevators  to  large  grain  dealers.  These  concerns  then, 
being  both  elevator  owners  and  grain  dealers,  saw  fit  to  have 
as  much  grain  as  possible  enter  their  elevators  at  Chicago. 
This  is  an  instance  in  which  the  self-interest  of  outside  con- 
cerns practically  made  them  solicitors  for  the  grain  roads 
centering  at  Chicago. 

Lastly,  the  passenger  traffic  department,  in  sending  out 
great  quantities  of  circulars,  booklets,  and  descriptive  liter- 
ature for  the  purpose  of  inducing  settlement  in  new  terri- 
tory, tends  to  develop  the  freight  sta  well  as  the  passenger 
business.  The  development  of  passenger  traffic  will,  how- 
ever, be  discussed  in  a  later  chapter. 

Most  freight  solicitation  may  have  two  objects — to  divert 
traffic  from  a  rival  railway,  or  to  create  new  traffic.  Both 
of  these  purposes  are  constantly  borne  in  mind,  but  it  is 
because  of  the  extraordinary  success  with  which  many  lines 
are  accomplishing  the  latter  that  the  traffic  of  so  many  rail- 
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ways  is  rapidly  growing.  Mere  diversion  of  freight  from 
one  to  another  is  to  the  interest  of  the  successful  line,  but 
the  creation  of  new  traffic  by  the  construction  of  factories 
and  mills,  the  opening  up  of  mines,  and  the  establishment  of 
farms,  is  to  the  interest  of  whole  conmiunities. 
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CHAPTER  XVII 

FREIGHT    CLASSIFICATIONS    AND    TARIFFS 

Past  development  of  claBsifications — Principles  of — Present  classifi- 
cations and  their  construction — ^Uniform  classification — Class 
tariffs — Commodity  tariffs — ^References* 

In  quoting  a  rate  on  classified  traffic  the  Freight  Agent 
uses  two  distinct  publications — ^the  '*  classification  book  " 
and  the  ''  freight  tariff."  In  the  former  the  thousands  of 
articles  not  granted  commodity  rates  are  grouped  into 
classes,  this  being  done  in  order  that  goods  in  the  same  class 
may  be  charged  the  same  rate.  In  the  **  freight  tariff/'  or 
rate  book,  the  rates  by  classes  to  and  from  given  points  are 
stated.  In  billing  a  shipment  of  boots  and  shoes,  for  exam- 
ple, the  agent,  if  he  does  not  know  offhand,  consults  the  clas- 
sification book  to  see  in  what  class  boots  and  shoes  fall.  He 
then  turns  to  the  "  tariff  "  sheets  and  finds  the  rate  appli- 
cable to  that  particular  class  from  his  station  to  the  point  to 
which  the  shoes  are  billed.  Rates  computed  in  this  way  are 
'*  class  rates." 

In  addition  to  the  class  rates  there  are  others  upon 
a  long  list  of  articles  not  classified  but  given  *'  com- 
modity rates."  In  the  shipment  of  such  traffic,  the  agent 
turns  direct  to  the  "  commodity  tariff,"  in  which  the 
rates  on  specified  commodities  between  given  points  are 
quoted. 
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PAST  DEVELOPMENT  OF  CLASSIFICATIONS 

The  practice  of  classifying  freight  is  very  old.  On 
the  early  wagon  routes,  freight  was  very  crudely  classified 
into  light  and  heavy  articles,  the  former  paying  by  the 
cubic  foot  and  the  latter  by  the  hundred  pounds.  In  the 
schedules  of  tolls  upon  the  early  English  and  American 
canals  more  detailed  classifications  were  made.  The  pioneer 
American  railroads  naturally  adopted,  with  modifications, 
the  freight  classifications  of  the  canal  companies. 

The  early  development  of  classifications  by  the  railways 
was  not  along  definite  lines,  and  was  undertaken  independ- 
ently by  the  various  carriers.  As  late  as  1855,  for  example, 
the  South  Carolina  Railroad  issued  a  document  which  was 

« 

at  once  a  classification  and  a  tariff.  Four  classes  were  speci- 
fied, the  rates  on  the  articles  in  the  first  being  so  much  per 
cubic  foot  and,  on  the  other  three,  designated  charges  per 
hundred  pounds.  In  addition,  ''  agricultural  implements, 
molasses,  liquor,  barrels,  lime,  flour,  cotton,  grain,  salt, 
chairs,  carriages,  and  live  stock  "were  separately  listed,  and 
the  charges  were  so  much  per  implement,  cask,  hogshead, 
tierce,  sack,  bushel,  bale,  barrel,  or  other  customary  luiit  of 
measurement.  Special  rates,  moreover,  were  granted  to 
wood,  lumber,  bricks,  and  naval  stores,  the  rate  being,  re- 
spectively, so  much  per  cord,  per  thousand,  or  per  barrel. 
'*  Miscellaneous  rates  "  were  granted. to  certain  commod- 
ities unsuited  to  the  general  classes. 

Less  than  300  items  made  up  this  entire  document,  and, 
according  to  Noyes,  some  classifications  as  late  as  1856  con- 
tained but  thirty-three  items.  The  small  number  of  classes 
in  most  of  the  early  classifications  is  likewise  noticeable, 
and  the  early  practice  was  to  combine  classification  and 
tariff.    Mcpherson  states  that  the  first  tariff  of  the  Louis- 
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ville  &  Nashville  Railroad  included  three  groups,  and 
early  New  England  railways  specified  "  first  class  "  and 
various  ''  special  "  articles.  Much  later  than  this  some 
companies  had  four  classes  of  freight  and  various  ''spe- 
cials/' the  practice  of  the  trunk  lines  being  to  classify  com- 
modities differently  when  east-bound  than  when  west-bound. 
Nearly  all  lines,  moreover,  had  their  own  classifications  ap- 
plicable to  local  traffic  and  to  all  through  traffic  not  covered 
by  joint  classifications.  At  one  time  there  were  138  distinct 
classifications  in  eastern  trunk  line  territory,  and  shortly 
prior  to  the  enactment  of  the  Interstate  Commerce  Act 
there  were  130.  No  shipper,  unless  he  was  a  rate  expert, 
could  determine  in  advance  what  his  rates  would  be  or  what 
rates  were  supposedly  paid  by  his  competitors. 

Definite  action  for  greater  uniformity  began  in  the  early 
80 's,  when  a  demand  for  through  routes,  through  waybills, 
and  through  rates  arose ;  and  the  private  fast  freight  lines 
were  superseded  by  cooperative  and  company  lines.  The 
prohibition  of  unreasonable  discrimination  by  the  Inter- 
state Commerce  Act  of  1887  and  the  rulings  of  the  commis- 
sion stimulated  the  movement.  It  was  recognized  by  the 
railroads  that  they  could  not  observe  the  law  without  estab- 
lishing greater  uniformity  in  freight  classifications. 

As  a  result  of  extended  negotiations,  the  lines  operating 
in  trunk  line  territory  on  April  1,  1887,  adopted  the  Official 
Classification.  By  1889  the  lines  south  of  the  Ohio  and  east 
of  the  Mississippi  had  adopted  the  Southern  Classification, 
and  those  west  of  the  Mississippi  the  Western  Classification. 
These  three  classifications  are  supplemented  or  displaced  by 
others  only  in  exceptional  regions.  In  the  States  of  Florida, 
Georgia,  Illinois,  Iowa,  Louisiana,  Mississippi,  Minnesota, 
North  Carolina,  Nevada,  Texas,  and  Virginia  separate  state 
classifications  applicable  only  to  intrastate  trafSc  have  been 
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establiBhed.  The  Transcontinental  Freight  Bureau  has  no 
classification  of  its  own,  but  issues  a  combination  classifica- 
tion and  tariff,  based  on  the  Western  Classification,  ap- 
plicable to  certain  classes  of  transcontinental  freight. 

PRINCIPLES  OF  CLASSIFICATION 

The  primary  purpose  of  classification  is  simplicity.  At 
present  the  three  great  classifications  contain  over  21,700 
separate  entries.  To  construct  tariffs  so  as  to  specify  rates 
for  thousands  of  articles  individually  between  all  the  differ- 
ent points  usually  named  in  a  tariff  would  be  hopelessly  con- 
fusing. To  group  them  into  a  limited  number  of  classes, 
with  common  rates  for  all  items  in  the  same  class,  vastly 
simplifies  the  matter.  It  enables  an  agent  to  quote  accu- 
rately through  rates  between  any  specified  points  on  any 
one  of  the  thousands  of  classified  articles  with  a  minimum 
amount  of  computation.  It  also  enables  the  shipper  to  get 
his  rates  in  advance  and,  in  the  absence  of  rebates,  to  deter- 
mine those  of  his  competitors.  There  is  some  difficulty,  even 
now,  because,  for  some  shipments,  more  than  one  classifica- 
tion is  involved  in  quoting  a  through  rate,  but  compared 
with  the  situation  prior  to  1887  it  is  infinitely  simpler. 
Moreover,  it  facilitates  through  service,  to  the  mutual  ad- 
vantage of  carrier  and  shipper,  because  of  the  intimate  con- 
nection of  classification  with  through  rates,  through  routes, 
and  through  billing. 

There  are  many  factors  to  be  considered  in  the  construc- 
tion of  a  classification.  The  Interstate  Commerce  Commis- 
sion has  ruled  that  class  grouping  *'  must  be  based  upon  a 
real  distinction  from  a  transportation  standpoint."  The 
most  important  single  factor  is  the  value  of  the  article,  those 
of  high  intrinsic  value  being  placed  in  high  groups,  and  vice 
versa.     The  commission  recommends  the  value  principle, 
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but  has  ruled  that  it  cannot  in  all  instances  be  the  deciding 
factor.  Cost  of  service  is  frequently  preeminent,  as  in  the 
case  of  cotton,  hay,  and  other  bulky  articles  when  contrasted 
with  iron.  Risk  is  foremost  in  the  case  of  glass  or  other 
breakable  commodities.  As  stated  by  the  commission  in  its 
annual  report  for  1897,  the  classification  committees  ''  take 
into  consideration  whether  commodities  are  crude,  rough,  or 
finished ;  liquid  or  dry ;  knocked  down  or  set  up ;  loose  or  in 
bulk ;  nested  or  in  boxes,  or  otherwise  packed ;  if  vegetables, 
whether  green  or  dry,  desiccated  or  evaporated ;  the  market 
value  and  shippers'  representations  as  to  their  character; 
the  cost  of  service,  length  and  duration  of  haul ;  the  season 
and  manner  of  shipment;  the  space  occupied  and  weight; 
whether  in  car  load  or  less  than  car  load  lots ;  the  value  of 
annual  shipments  to  be  calculated  on;  the  sort  of  car  re- 
quired, whether  flat,  gondola,  box,  tank,  or  special ;  whether 
ice  or  heat  must  be  furnished ;  the  speed  of  trains  necessary 
for  perishable  or  otherwise  rush  goods ;  the  risk  of  handling, 
either  to  the  goods  themselves  or  other  property;  the 
weights,  actual  and  estimated;  the  carriers'  risk  or  owners' 
release  from  damage  or  loss. ' ' 

In  general,  the  factors  controlling  class  grouping  are 
similar  to  those  which  determine  freight  rates,  but  in  at 
least  one  respect  they  differ.  Classification  merely  ranks 
commodities  with  relation  to  each  other ;  while,  in  making 
rates  between  different  points  of  shipment,  business  and 
competitive  conditions  are  often  paramount,  although  they 
are  of  minor  importance  in  the  classification  of  freight. 

PRESENT  CLASSIFICATIONS  AND  THEIR  CONSTRUCTION 

The  three  great  classifications  above  mentioned — (Mcial, 
Western,  and  Southern — are  limited  to  definite  territories. 
The  Official  applies  to  traffic  within  the  region  north  of  the 
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Ohio  and  Potomac  rivers,  including  New  England,  and  east 
of  a  line  roughly  drawn  from  Chicago  to  St.  Louis  and  the 
junction  of  the  Mississippi  with  the  Ohio.  The  Western 
applies  to  the  region  west  of  Lake  Michigan,  the  Mississippi 
River,  and  0£Scial  territory ;  while  the  Southern  applies  east 
of  the  Mississippi  River  and  south  of  the  Official  territory. 
Occasionally,  however,  these  classifications  overlap.  At 
times  an  article  shipped  from  a  point  in  one  territory  to  a 
point  in  another  is  governed  by  but  one  classification,  some- 
times that  of  the  point  of  origin  and  at  other  times  that  of  . 
the  place  of  destination.  The  confusion  arises  particularly 
in  the  shipment  of  goods  to  or  from  a  point  located  compar- 
atively near  a  classification  boundary.  St.  Louis,  for  in- 
stance, uses  the  Official  Classification  for  east-bound  freight, 
the  Western  for  west-bound,  the  Southern  for  south-bound, 
and  the  Transcontinental  tariffs  for  Pacific  coast  freight. 

The  three  large  classifications  are  not  made  directly  by 
the  carriers,  but  by  classification  committees.  Each  inter- 
ested railway  appoints  one  of  its  traffic  men,  usually  the 
Freight  Traffic  Manager  or  General  Freight  Agent,  as  its 
representative.  These  persons  then  select  a  permanent  sub- 
committee composed  of  traffic  men,  representing  as  many 
different  communities  and  as  wide  an  area  as  possible.  This 
committee  consults  carriers  and  shippers  and  does  the  actual 
work  of  construction  and  revision.  It  has  a  permanent 
chairman  and  secretary,  who  are  always  ready  to  receive 
requests  for  changes  or  additions  in  the  classifications.  The 
large  amount  of  work  done  is  indicated  by  the  frequency 
with  which  the  classification  book  is  revised.  The  Official 
Classification  book  has  thus  far  had  thirty-five  issues,  the 
Southern  thirty-five,  and  the  Western  forty-four.  In  addi- 
tion, supplements  are  frequently  published,  usually  two,  be- 
fore a  new  classification  is  issued.    The  Western  Classifioar 
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tion  Committee  makes  from  100  to  nearly  500  changes  and 
additions  each  year.  The  classifications,  as  made  by  the 
committees,  are  accepted  by  a  multitude  of  railway,  steam- 
ship, and  transportation  companies — ^the  Southern  by  over 
170,  the  Western  by  over  480,  and  the  Official  by  over  540. 

The  Transcontinental  Freight  Bureau,  with  headquar- 
ters at  Chicago,  issues  two  general  and  many  special  tariffs, 
east-bound  and  west-bound,  which  apply  to  freight  shipped 
to  and  from  the  Pacific  coast.  They  are  governed  by  the 
Western  Classification.  The  larger  share  of  the  articles  is 
exempted  from  the  classes  and  given  in  commodity  rates. 
With  the  Western  Classification  as  the  standard,  the  bureau 
divides  the  eastern  three  fifths  of  the  United  States  into 
territorial  "  rate  groups,*'  as  explained  in  Chapter  XXIV. 
Rates  to  op  from  all  places  in  any  **  rate  group  "  territory 
are  identical,  and  vary  but  slightly  as  distance  increases 
eastward  and  westward  of  each  common  point  territory. 
The  commodity  tariff  on  west-bound  traffic  is,  with  few  ex- 
ceptions, a  blanket  tariff,  with  the  Missouri  River  as  the 
dividing  line.  The  tariffs  also  distinguish  between  **  termi- 
nal ' '  and  *  *  intermediate  ' '  class  and  commodity  rates,  the 
former  being  applicable  to  and  from  the  Pacific  coast  ports 
specified,  and  the  latter  to  and  from  inland  points  located 
on  the  subscribing  lines  converging  at  the  coast  terminals. 
A  fuller  explanation  of  transcontinental  tariffs  is  given  in 
Chapter  XXIV. 

The  three  main  classifications  differ  materially  from  each 
other  in  the  number  of  classes  and  the  rating  of  particular 
commodities.  The  Official  Classification  contains  six  num- 
bered classes  and  two  **  rules."  Rule  No.  25  includes  arti- 
cles rated  at  fifteen  per  cent  less  than  second  class,  and  Rule 
No.  26  includes  those  rated  at  twenty  per  cent  less  than 
third  class.  Some  articles,  moreover,  are  classed  as  1},  1^^ 
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2y  2i,  3,  or  4  times  first  class,  so  that  in  reality  there  are 
fourteen  classes,  and  they  contained  10,087  separate  items 
in  1909,  the  number  increasing  with  each  issue  of  the  book. 

The  Southern  Classification  contains  thirteen  classes — 
six  numbered  and  seven  lettered — and  aggregates  4,273 
items.  It,  however,  also  rates  some  articles  as  1^,  2,  3,  or  4 
times  the  first  class,  so  that  there  are  really  seventeen 
classes.  This  classification,  moreover,  contains  a  list  of ''  ex- 
ceptions "  which  are  diflferently  rated  on  particular  rail- 
ways. The  Western  Classification  contains  ten  classes — ^five 
numbered  and  five  lettered — and  numerous  commodities  are 
rated  at  1^,  2,  2^,  3,  3^,  or  4  times  first  class.  It  therefore 
practically  has  sixteen  classes,  aggregating  7,419  items. 

In  addition  to  differences  in  the  number  of  classes  and 
the  ratings  of  the  various  commodities  in  them,  the  three 
classifications  differ  as  to  car  load  ratings.  In  the  Official 
Classification  the  car  load  ratings  number  72  per  cent  of 
the  less  than  car  load  ratings;  in  the  Southern,  22.1  per 
cent;  and  in  the  Western,  29.8  per  cent.  In  the  Official 
Classification  but  1.25  per  cent  of  the  less  than  car  load 
items  are  below  fourth  class,  and  in  the  Western  none; 
while  in  the  Southern  33.9  per  cent  are  in  the  fifth,  sixth, 
and  lettered  classes.  These  differences  are  of  the  utmost  im- 
portance to  jobbing  centers. 

There  are  also  wide  differences  in  car  load  minima.  Un- 
less otherwise  specified,  the  minimum  weight  in  flat,  gondola, 
stock,  or  box  cars,  as  fixed  by  the  Official  Classification  Com- 
mittee, is  30,000  pounds.  For  individual  articles,  however, 
a  great  range  is  specified.  Church  furniture,  for  instance, 
is  rated  at  10,000  pounds,  school  furniture  at  24,000,  copper 
bars  at  36,000,  and  wheat  at  40,000  pounds.  The  general 
rule  of  the  Western  Classification  Committee  provides  that 
lio  car  load  rated  at  third  class  or  higher  is  to  be  accepted  at 
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less  than  20,000  pounds,  and  none  rated  as  lower  than  third 
class  at  less  than  30,000  pounds.  The  specified  weights  for 
particular  articles,  however,  vary  greatly.  The  general 
rule  in  the  South  is  24,000  pounds,  but  is  likewise  modified 
in  specific  instances.  Each  classification  committee,  more- 
over, has  adopted  a  rule  defining  the  dimensions  of  a  stand- 
ard car  and  stating  the  increase  or  reduction  in  allowable 
minimum  car  load  for  such  cars  as  are  of  greater  or  less 
dimensions  than  the  standard. 

The  classification  committees  likewise  promulgate  codes 
of  rules  as  to  the  packing  of  merchandise,  advance  charges, 
liability  for  loss  or  damage,  gross  and  estimated  weights, 
payment  of  icing  charges,  marking  shipments,  minimum 
charges  accepted,  and  similar  matters.  The  Official  Classi- 
fication also  requires  the  use  of  the  uniform  and  export 
bills  of  lading  and  uniform  live  stock  contract,  the  pro- 
vision being  that  shippers  who  do  not  accept  this  billing 
must  pay  ten  per  cent  higher  rates.  In  numerous  particu- 
lars the  rules  differ  materially  in  the  various  classifications. 

The  establishment  of  classes,  the  classification  of  freight, 
the  fixing  of  car  load  minima  and  rating,  and  the  promul- 
gation of  rules  constitute  the  work  of  the  classification  com- 
mittees, and  indicate  their  close  connection  with  freight 
rates  and  service.  Classifications  do  not  contain  rates,  but 
the  shifting  of  an  article  from  one  class  to  another  is  an 
indirect  way  of  increasing  or  decreasing  charges.  Usually, 
also,  the  increase  of  the  car  load  minimum  virtually  means 
an  increase  of  rates  to  the  small  shipper  and  retail  buyer. 

UNIFORM   CLASSIFICATION 

The  close  connection  between  rates  and  classifications, 
the  confusion  arising  in  the  shipment  of  freight  from  the 
territory  of  one  classification  to  that  of  another,  the  clause 
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of  the  Hepburn  Act  of  1906,  and  the  Mann  Act  of  June 
18,  1910,  providing  for  through  rates  and  routes,  and  the 
efforts  of  the  Interstate  Commerce  Commission  and  various 
railway  officials,  have  repeatedly  brought  forward  the 
movement  for  a  uniform  classification  for  the  entire  coun- 
try. The  main  obstacle  is  that  the  three  great  classifications 
of  to-day  rest  upon  industrial  and  traffic  differences.  Com- 
modities of  prime  importance  in  the  traffic  of  one  section 
may  be  of  relatively  little  importance  in  that  of  another. 
Business  practices  vary  in  different  localities ;  carriers  differ 
as  to  the  restriction  or  extension  of  car  load  ratings;  and 
the  introduction  of  uniformity  in  classification  would  at 
least  temporarily  disturb  both  industry  and  raiflway  rates. 
So  obvious,  however,  are  the  advantages  of  uniformity 
that  in  1908  the  carriers,  in  agreement  with  the  Interstate 
Commerce  Commission,  appointed  a  committee  to  investi- 
gate the  question  thoroughly.  After  much  discussion,  the 
committee  reported  that  a  uniform  classification  could  be 
introduced  only  gradually  as  conditions  become  more  uni- 
form. If  established  at  once,  so  many  exceptions  would 
be  demanded  by  the  subscribing  carriers  that  the  confusion 
would  be  as  great  as,  or  greater  than,  at  present.  The 
committee,  however,  reported  in  favor  of  unification  of 
minimum  car  load  weights,  of  descriptions  of  articles,  and, 
with  one  exception,  of  classification  rules.  To  accomplish 
these  results  a  special  executive  committee  of  traffic  officers 
was  appointed. 

CLASS  TARIFFS 

The  *'  class  tariff,"  or  rate  book,  specifies  the  rates  to 
be  charged  on  each  class  of  commodities  between  given 
points.  The  classification  book  states  no  rates  while  the 
tariff  specifies  no  commodities.    The  classification  is  made 
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by  special  committees,  while  the  tariffs  are  usually  made 
by  the  railways  themselves,  although  in  some  instances  the 
rates  are  virtually  decided  upon  by  the  officers  of  traffic 
associations  acting  as  agents  for  the  subscribing  lines. 

Class  tariffs  are  local  and  joint.  The  former  are  issued 
by  an  individual  railway  for  its  classified  traffic  between 
local  points ;  the  latter  are  jointly  issued  by  a  railway  com- 
pany and  its  *  *  foreign  ' '  connections.  In  form  they  differ 
only  in  that  the  joint  tariff  specifies  the  through  rate. 

If  a  shipper  desires  to  ship  a  car  load  of  fire  brick  from 
New  Orleans  to  Shreveport,  Louisiana,  the  agent  of  the 
railway  first  ascertains  from  the  Western  Classification 
that  fire  brick  in  car  load  lots  falls  in  class  D.  He  then 
turns  to  the  class  tariff  and  finds  that  the  rate  from  New 
Orleans  to  Shreveport  on  class  D  is  twenty  cents  per 
hundred  pounds,  which  rate  he  quotes  to  the  shipper.  If 
the  shipment  is  made  from  New  York  to  Shreveport,  the 
shipping  agent  must  first  see  whether  a  joint  through  rate  is 
in  effect;  if  so,  it  would  govern,  otherwise  the  agent  will 
quote  the  rate  on  class  6  (Official  Classification)  to  St. 
Louis,  and  the  charge  on  class  D  (Western  Classification) 
southward  to  Shreveport,  or  what  is  known  as  a  ''  com- 
bination  of  locals." 

COMMODITY   TARIFFS 

A  large  number  of  special  commodities  is  specifically 
exempt  from  the  classifications  and  shipped  under  '*  com- 
modity rates.*'  As  a  rule  such  rates  apply  to  heavy  bulky 
articles  moved  in  large  quantities.  In  quoting  commodity 
rates,  the  agent  turns  directly  to  the  **  commodity  tariffs  " 
which  contain  the  rates  on  such  articles.  Many  commodity 
tariffs  are  elaborate.  A  railway  may  have  arrangements 
with  numerous  companies  for  the  through  shipment  of  an 
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important  commodity  and  its  tariff  book  must  show  the 
rates  to  hundreds  of  stations.  Other  '*  commodity  tariffs  " 
specify  the  rates  merely  to  a  few  basing  points,  and  state 
the  sums  to  be  added  in  order  to  determine  the  rates  to 
other  regions.  In  shipping  agricultural  implements,  for 
instance,  from  Chicago  to  Texarkana,  Texas,  the  ''  South- 
western Lines  Tariff  ' '  is  used.  The  basing  rate  is  that  from 
**  St.  Louis-Kansas  City  Territory  "  to  Texarkana  (fifty- 
three  cents  in  1908).  To  this  is  added  a  so-called  ''  differ- 
ential "  (nine  cents  in  1908)  from  **  Chicago  Territory  " 
to  Kansas  City,  the  through  rate  being  the  sum  of  the 
*'  basing  "  and  **  differential  "  rates. 

Classifications,  *'  class  tariffs,"  and  "  commodity  tar- 
iffs "  are  the  special  work  of  the  trafiic  department  of  rail- 
ways. For  the  most  part  each  company  must  work  out 
its  own  rates  independently  of  others;  but  as  regards 
through  and  competitive  traffic  and  the  classification  of  all 
freight  the  railways  must  cooperate.  The  manner  in  which 
they  work  together  is  explained  partly  in  this  and  partly 
in  other  chapters. 
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CHAPTER  XVIII 
RATE   MAKING 

I.    OFFICIAL  MACHINERY 

Classification  of  traffic  first  step— Rates  are  made  by  General  Freight 
Agent  and  by  subordinates — Functions  of  Traffic  Vice  President, 
Traffic  Manager,  General  Freight  Agent,  Division  Freight 
Agents,  freight  solicitors,  and  local  agents  in  rate  making — Other 
officials  concerned  in  making  rates — Rate  agreements  illegal. 

The  classification  of  freight  is  the  first  step  in  rate  mak- 
ing ;  the  second,  and  more  difficult  one  to  take,  is  the  deter- 
mination of  what  the  charges  shall  be  per  hundred  weight 
for  each  class  of  goods  and  for  the  large  number  of  un- 
classified individual  commodities.  A  single  classification 
applies  to  a  large  territory,  there  being  three  for  the  entire 
United  States;  but  the  rates  must  be  worked  out  for  the 
traflSc  of  each  city,  or  at  least  of  each  section,  with  every 
other  city  or  section  served  by  the  railway  company  mak- 
ing the  rates.  The  same  classification  book  is  found  in  all 
freight  offices  east  of  the  Mississippi  River  and  Lake  Mich- 
igan, and  north  of  the  Ohio  and  Potomac;  but  rate  books 
and  sheets  must  state  the  charges  from  each  city  and  ''  com- 
mon point  "  section  on  class  freight  when  shipped  in  less 
than  car  load  lots  or  in  car  load  quantities,  and  also  give  the 
rates  on  those  conunodities  not  included  within  the  classi- 
fication. Every  company  must  prepare  a  large  number  of 
**  class  tariflfs  "  and  **  commodity  tariffs,"  to  cover  the 
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freight  handled  between  points  on  its  own  lines;  and  in 
addition  to  these  '^  local  "  tariffs,  it  must  enter  into  a  host 
of  **  joint  tarifiEs  "  with  other  companies,  applying  to 
through  traffic  delivered  to  or  received  from  connecting  car- 
riers by  rail  and  water. 

The  construction  of  rate  schedules  and  the  task  of  mak- 
ing such  amendments  and  additions  to  the  schedules  as  are 
required  to  keep  the  rates  adjusted  both  to  changing  eco- 
nomic conditions  and  to  the  ever-varying  exigencies  of  com- 
petition, and  the  doing  of  this  in  such  a  way  as  to  assure  the 
company  ample  net  revenues,  constitute  a  complicated  prob- 
lem. It  is  the  purpose  of  this  and  the  two  succeeding  chap- 
ters to  describe  the  methods  or  machinery  of  rate  making, 
to  analyze  briefly  the  competitive  forces  that  must  be  reck- 
oned with  in  making  rates,  and  to  consider  the  several 
factors,  other  than  competition — cost  of  service,  distance, 
value  of  the  service  and  of  the  articles,  capitalization  or 
fixed  charges,  and  government  regulation — ^that  influence 
in  varying  degrees  the  decision  of  traffic  officials  as  to  par- 
ticular charges  and  as  to  general  rate  policies. 

The  making  of  rates  requires  the  services  of  a  large  and 
well-organized  corps  of  expert  officials  and  employees.  The 
administrative  organization  by  which  the  work  is  done  varies 
somewhat  with  different  companies ;  but  the  practices  of  the 
several  railways  have  enough  similarity  to  permit  of  making 
this  account  of  the  machinery  of  rate  making  a  general  one 
applicable,  with  minor  exceptions,  to  all  companies. 

Usually  the  official  rate  maker  is  the  General  Freight 
Agent.  Every  rate  sheet  is  issued  over  his  signature;  but 
the  actual  working  out  of  the  rates  may  be  either  under  his 
general  direction  or  be  under  the  supervision  of  the  Assist- 
ant General  Freight  Agent.  On  some  lines,  however,  the 
traffic  is  so  large  that  the  work  of  making  rates  has  been 
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subdivided.  The  Pennsylvania  Railroad,  for  example,  has 
a  General  Freight  Agent  of  Through  Traffic,  a  General 
Freight  Agent  of  Local  TrafBc,  and  a  General  Coal  Freight 
Agent,  who  are  separately  responsible  for  making  rates 
for  the  traffic  over  which  they  have  jurisdiction. 

Over  these  rate  makers  there  are  higher  officials,  with 
power  to  overrule  any  rate  schedules,  but  who  usually  act 
only  in  a  supervisory  capacity.  The  largest  companies 
have  a  Freight  Traffic  Manager,  to  whom  the  General 
Freight  Agent  is  subordinate.  In  deciding  difficult  rate 
questions  the  Traffic  Manager  will  be  consulted,  although 
he  will,  so  far  as  practicable,  confine  his  attention  to  de- 
ciding what  rate  policy  had  best  be  pursued,  to  such  ques- 
tions as  the  advisability  or  unwisdom  of  an  increase  or 
decrease  in  charges,  and  to  advising  the  Traffic  Vice  Presi- 
dent where  the  company  had  best  seek  to  develop  traffic. 
While  the  Traffic  Manager  may  instruct  the  General 
Freight  Agent  or  Agents  concerning  specific  rates,  his  chief 
services  are  those  of  assistant  to  the  Vice  President  in  charge 
of  traffic. 

The  Vice  President  at  the  head  of  the  traffic  department 
may  not  only  overrule  both  the  General  Freight  Agent  and 
the  Freight  Traffic  Manager  in  matters  of  rate  policy,  but 
he  may  occasionally  make  rulings  as  to  individual  rates. 
This,  however,  would  be  exceptional ;  the  duties  of  the  Traffic 
Vice  President  are  so  numerous  and  his  responsibilities  so 
great  that  he  must  needs  leave  details  to  others  and  confine 
his  thought  mainly  to  the  larger  questions  of  rate  policy, 
and  to  a  study  of  the  effects  which  rates  have  upon  total 
traffic  and  total  earnings.  If  the  results  being  produced 
are  not  satisfactory,  the  causes  must  be  ascertained,  and 
such  changes  must  be  instituted  as  will  correct  the  situation. 
The  company  holds  the  Traffic  Vice  President  accountable 
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for  results ;  he  must  work  through  his  subordinates,  but  he 
must  guide  their  course  with  a  clear  grasp  of  the  methods 
to  be  followed.  The  most  troublesome  matters  will  be  re- 
ferred to  the  President  of  the  company  for  final  decision ; 
and  the  President  may  call  upon  the  Board  of  Directors  to 
decide  whether  there  shall  be  a  general  increase  or  decrease 
of  rates. 

The  General  Freight  Agents  and  their  supervisory  offi- 
cers are  aided  by  a  large  number  of  minor  officials  and 
employees,  who  furnish  information  and  make  recommenda- 
tions. Immediately  subordinate  to  the  General  Freight 
Agent  and  Assistant  General  Freight  Agent  are  the  Division 
(or  District)  Freight  Agents,  who  '' diagnose  the  case  in 
the  first  instance."  They  study  the  rate  situation  from  the 
standpoint  of  local  conditions;  they  know  what  is  shipped 
at  various  points  on  their  divisions;  they  understand  the 
causes  of  any  fluctuations  in  traffic,  and  they  are  personally 
acquainted  with  many  shippers. 

Each  Division  Freight  Agent  decides  what  he  believes 
the  rates  in  his  district  should  be  and  recommends  accord- 
ingly to  the  General  Freight  Agent.  The  recommendations 
are  taken  as  preliminary  quotations,  and  are  usually 
adopted  unless  found  to  be  opposed  to  the  best  interests  of 
the  railway  as  a  whole.  Information  is  constantly  being 
sent  in  writing;  and  on  a  large  system  scarcely  a  day 
passes  upon  Avhich  some  Division  Agent,  or  his  representa- 
tive, is  not  in  personal  consultation  with  the  General 
Freight  Agent. 

The  freight  solicitors  are  a  second  source  of  informa- 
tion— sometimes  called  traveling  agents,  commercial  agents, 
or  contracting  agents.  They  are  virtually  railroad  trav- 
eling salesmen,  going  from  shipper  to  shipper  soliciting 
patronage,  studying  local  conditions,  and  deciding  with 
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reference  to  various  kinds  of  commodities  **  what  the  traf- 
fic will  bear."  The  information  they  are  able  to  give  their 
superiors  is  of  great  assistance  in  deciding  what  the  charges 
shall  be. 

The  local  freight  and  station  agents  are,  likewise,  able 
to  give  most  important  assistance.  The  station  agents  come 
into  daily  personal  contact  with  the  shippers,  hear  their 
complaints,  and  know  their  desires.  The  local  agents  make 
recommendations  to  their  Division  Freight  Agent,  and, 
when  called  upon  to  do  so,  they  make  reports  to  the  Gen- 
eral Freight  Agent.  A  full  understanding  of  local  condi- 
tions is  essential  to  intelligent  rate  making — a  fact  that  will 
be  emphasized  in  the  discussion  of  the  factors  considered  in 
making  rates. 

In  the  larger  cities  there  are  not  only  the  Local  Freight 
Station  Agents,  but  also  General  Agents,  whose  duties  are 
similar  to  those  of  a  Division  Agent,  but  who  have  a  more 
intimate  k;nowledge  of  the  industrial  and  traffic  conditions 
prevailing  in  their  more  limited  field.  Their  information 
is  of  great  assistance  to  the  Division  and  General  Freight 
Agents.  The  chief  functions  of  the  General  Agent  in  a  large 
city  are  to  hold  traffic  for  his  company  against  competitors 
and  to  bring  about  the  development  of  the  tonnage  handled 
over  his  lines. 

In  addition,  some  lines,  both  eastern  and  western,  but 
particularly  those  in  the  newer  sections  of  the  West,  have 
Land  Agents  or  Industrial  Agents,  whose  prime  duty  it  is  to 
promote  the  establishment  of,  and  to  build  up,  industries 
along  their  company's  lines.  They  are  in  a  position  to 
know  what  the  rates  must  be  in  order  to  accomplish  their 
end,  and  are  therefore  consulted  in  the  making  of  rates  for 
the  regions  with  which  they  are  familiar. 

The  railway  systems  operated  in  connection  with  water 
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routes,  moreover,  look  to  the  managers  of  the  vessel  lines 
for  detailed  information  and  recommendations  as  to  rates 
on  traffic  carried  partly  by  rail  and  partly  by  water.  Most 
of  the  trunk  lines  have  steamship  lines  on  the  Great  Lakes, 
and.  through  rates  by  combined  rail-and-water  carriers  are 
worked  out  jointly  by  the  agents  of  the  railway  and  steam- 
ship lines.  Similar  relations  exist  between  rail-and-water 
carriers  on  the  Pacific  seaboard,  and  to  a  less  extent  along 
the  Atlantic  and  Gulf  coasts. 

To  some  extent  the  Traffic  Department  goes  beyond  its 
own  officials  and  employees  to  acquire  the  necessary  in- 
formation. To  ascertain  the  approximate  cost  of  operation 
it  becomes  necessary  to  consult  the  Operating  Department; 
while  the  Interstate  Commerce  Act  and  numerous  state 
laws  and  rate  schedules  make  necessary  the  assistance  of 
the  Legal  Department.  The  General  Agents  and  Local 
Freight  Agents,  moreover,  are  attached  to  both  the  Oper- 
ating and  Traffic  departments. 

Bate  making  is  thus  the  joint  activity  of  a  large  body 
of  trained  men.  Even  the  higher  rate  officials  do  not  work 
independently.  The  General  Freight  Agent,  for  example, 
consults  the  Coal  Freight  Agent,  because  coal  rates  cannot 
be  made  without  considering  their  effect  upon  the  traffic 
in  manufactures,  and  vice  versa.  Both  of  these  officials 
frequently  consult  the  Freight  Traffic  Manager  and  the 
Vice  President  in  charge,  and  both  look  to  the  Division 
Freight  Agents  and  other  traffic  officials.  Although  the 
rate  sheets  are  issued  by  the  General  Freight  Agent,  they 
reflect  the  combined  knowledge  of  many  persons. 

The  process  of  rate  making  above  outlined  prevails, 
with  slight  modifications,  on  all  railways.  It  is  not  to 
be  inferred,  however,  that  the  various  railway  companies 
act  independently  of  each  other.    The  necessity  of  re- 
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straining  competition  has  forced  railways  to  unite  in 
freight  traffic  associations.  Here  the  General  Freight 
Agents,  or  similar  officials,  of  the  competitive  lines  meet  to 
consult  with  each  other.  Legally  and  technically  each  line 
makes  its  own  rates,  but  actually  the  competitive  rates  are 
decided  upon  after  the  rate  makers  of  all  interested  lines 
have  conferred  and  informally  agreed.  The  traffic  asso- 
ciation is  the  organization  by  means  of  which  the  rate  poli- 
cies of  the  many  companies  operating  within  a  large  com- 
petitive area  are  so  harmonized  as  to  avoid  the  chaos  that 
would  result  from  the  warfare  of  unregulated  competition. 
Since  the  decisions  of  the  Supreme  Court  in  the  Trans- 
Missouri  Freight  Association  and  Joint  Traffic  Association 
cases  in  1897  and  1898,  formal  agreements  of  railway  com- 
panies as  to  competitive  rates  and  their  maintenance  have 
been  a  violation  of  the  Sherman  Antitrust  Law  of  1890. 
Fortunately  for  the  railroads  and  for  the  general  public, 
the  carriers  have  been  able,  by  informal  understanding,  to 
establish,  and  usually  to  maintain,  common  or  mutually 
satisfactory  differential  rates  on  that  portion  of  the  traffic 
which  must  be  shared  among  the  rival  lines,  although  each 
company  would  like  to  secure  the  entire  tonnage.  It  is  to  be 
hoped  that  associated  action  in  the  making  of  competitive 
rates — something  which  everybody  who  understands  the 
question  recognizes  to  be  a  necessity — will  soon  be  made 
legal ;  and  if  all  rates  made  by  common  action  of  the  car- 
riers and  all  agreements  concerning  such  charges  are  made 
subject  to  the  regulatory  control  of  the  Interstate  Commerce 
Commission,  the  public  will  certainly  be  fully  protected 
against  unduly  high  or  unjustly  discriminatory  rates. 


CHAPTER   XIX 
RATE  MAKING 

II.    COMPETITIVE  FACTORS 

General  economic  laws  to  which  rates  are  subject — Industrial  and 
commercial  competition  as  a  factor  in  rate  making — ^Inter-rail- 
way competition — Competition  of  waterways  with  railroads — 
References. 

Railroad  rates  are,  to  a  large  extent,  the  resultant  of 
competitive  forces.  In  part  the  competition  is  of  carriers 
with  each  other  for  traflSc  free  to  move  by  more  than  one 
line ;  and,  in  a  still  larger  way,  the  competition  is  between 
industries  and  among  rival  producing  or  trading  centers 
and  sections.  If  a  railroad  company  is  to  prosper,  the  in- 
dustries along  its  lines,  the  section  of  country  it  serves,  and 
the  markets  it  reaches  must  flourish. 

This  is  but  another  way  of  stating  what  is  so  often  said, 
that  railway  rates  must  be  such  as  **  the  trafiSc  will  bear  " 
and  traffic  still  increase  in  volume.  The  public  has  often 
assumed  that  charging  what  the  traffic  will  bear  is  synon- 
ymous with  a  policy  of  making  the  rates  as  high  as  it  is 
possible  to  exact  of  the  shipping  or  traveling  public  at  any 
and  all  times;  whereas,  as  a  matter  of  fact,  the  result  of 
charging  what  the  traffic  will  bear  may  produce  a  level 
of  charges  appreciably  below  the  maximum  that  might  be 
obtained. 

Railway  transportation  is  a  business  of  ''  increasing  re* 
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straining  competition  has  forced  railways  to  unite  in 
freight  traffic  associations.  Here  the  Oeneral  Freight 
Agents,  or  similar  officials,  of  the  competitive  lines  meet  to 
consult  with  each  other.  Legally  and  technically  each  line 
makes  its  own  rates,  but  actually  the  competitive  rates  are 
decided  upon  after  the  rate  makers  of  all  interested  lines 
have  conferred  and  informally  agreed.  The  traffic  asso- 
ciation is  the  organization  by  means  of  which  the  rate  poli- 
cies of  the  many  companies  operating  within  a  large  com- 
petitive area  are  so  harmonized  as  to  avoid  the  chaos  that 
would  result  from  the  warfare  of  unregulated  competition. 
Since  the  decisions  of  the  Supreme  Court  in  the  Trans- 
Missouri  Freight  Association  and  Joint  Traffic  Association 
cases  in  1897  and  1898,  formal  agreements  of  railway  com- 
panics  as  to  competitive  rates  and  their  maintenance  have 
been  a  violation  of  the  Sherman  Antitrust  Law  of  1890. 
Fortunately  for  the  railroads  and  for  the  general  public, 
the  carriers  have  been  able,  by  informal  understanding,  to 
establish,  and  usually  to  maintain,  common  or  mutually 
satisfactory  differential  rates  on  that  portion  of  the  traffic 
which  must  be  shared  among  the  rival  lines,  although  each 
company  would  like  to  secure  the  entire  tonnage.  It  is  to  be 
hoped  that  associated  action  in  the  making  of  competitive 
rates — ^something  which  everybody  who  understands  the 
question  recognizes  to  be  a  necessity — will  soon  be  made 
legal ;  and  if  all  rates  made  by  common  action  of  the  car- 
riers and  all  agreements  concerning  such  charges  are  made 
subject  to  the  regulatory  control  of  the  Interstate  Commerce 
Commission,  the  public  will  certainly  be  fully  protected 
against  unduly  high  or  unjustly  discriminatory  rates. 
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turns  "  or  *'  diminishing  costs,"  and  as  a  consequence  traf- 
fic officers  cannot  wisely  follow  the  policy  of  charging  the 
highest  rates  possible.  They  must  look  to  the  future  as 
much  as  to  the  immediate  present,  and  make  rates  that  will 
not  only  move  existing  traffic,  but  will  develop  a  greater 
tonnage  for  the  future.  The  choice  is  necessarily  between 
the  greatest  immediate  gains  and  the  greatest  profits  in  the 
long  run.  The  present-day  railroad  company  does  not  de- 
sire a  small  volume  of  traffic  at  maximum  rates,  but  a  great 
and  constantly  growing  tonnage  at  remunerative  charges. 
The  fixing  of  rates  '*  at  what  the  traffic  will  bear  "  requires 
the  exercise  of  sound  business  judgment. 

INDUSTRIAL  AND  COMMERCIAL   COMPETITION   AS  A   FACTOR  IN 

RATE  MAKING 

In  determining  the  rates  which  the  traffic  will  bear,  the 
General  Freight  Agent  is  influenced  by  many  factors.  The 
strongest  force  is  that  of  competition  among  markets,  or 
**  of  interregional,  industrial  competition."  The  asphalt  of 
California,  for  example,  competes  against  that  of  Texas, 
the  West  Indies,  and  South  America  in  American  cities, 
and  railway  rates  on  the  California  product  must  be  fixed 
so  as  to  give  it  a  wide  sale.  Likewise  the  rates  on  cotton 
goods  from  southern  mills  are  made  so  as  to  allow  them  to 
find  a  market  side  by  side  with  the  output  of  New  England 
mills.  California  oranges  must  be  given  a  rate  sufficiently 
low  to  enable  them  to  compete  in  the  East  with  those  from 
Florida.  Copper  from  Montana,  that  from  Lake  Superior, 
and  that  from  Arizona  must  be  placed  on  competitive  terms 
with  each  other  and  with  foreign  copper  in  the  United 
States  market  and  in  Europe.  The  lumber  districts  of  the 
South,  the  Great  Lakes,  and  the  Northwest  are  in  active 
rivalry;  marble  from  Vermont  and  North  Carolina  and 
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paving  blocks  from  Georgia,  Wisconsin,  and  North  Dakota 
are  sold  in  the  same  markets;  while  Michigan  potatoes, 
those  of  Maine  and  many  other  states  are  sold  in  New  York 
and  other  common  centers  of  consumption. 

Innumerable  instances  of  interregional  competition  in 
manufacturing  might  be  cited.  The  finished  product  must 
be  carried  to  market  in  rivalry  with  similar  goods  from 
other  sections,  while  raw  products  and  coal  must  be  hauled 
to  the  factories  at  rates  which  will  allow  all  industries  to 
thrive.  Were  there  no  indirect  bidding  of  one  railway  for 
the  traffic  of  another,  this  all-pervading  competition  be- 
tween producing  regions  would  still  exert  a  constant  regu- 
lative pressure  upon  the  level  of  rates. 

Among  the  markets  themselves  the  same  forces  of  .com- 
mercial competition  are  effective.  The  Gulf  ports  compete 
with  the  North  Atlantic  ports  for  the  grain  exports  of  the 
West,  and  the  North  Atlantic  ports  strive  with  each  other 
for  this  trade:  The  Gulf  ports  struggle  with  those  of  the 
South  Atlantic  for  the  cotton  of  the  interior ;  New  Orleans 
is  the  rival  of  Galveston;  while  Savannah  competes  with 
Wilmington,  Charleston,  and  other  South  Atlantic  cities. 
Chicago,  St.  Louis,  Minneapolis,  Duluth,  Milwaukee,  and 
the  other  great  primary  grain  markets  seek  each  to  secure 
the  largest  possible  share  of  the  wheat  crop.  Chicago,  St. 
Louis,  Kansas  City,  Omaha,  and  other  primary  meat  mar- 
kets compete  for  the  live  stock  of  the  West.  In  connection 
with  nearly  every  great  industry  there  is  a  market  rivalry 
to  which  traffic  officials  must  give  heed. 

It  is  chiefly  because  of  the  force  of  commercial  compe- 
tition that  freight  rates  are  to  a  large  extent  interdepend- 
ent. To  change  an  unimportant  rate  may  require  the  modi- 
fication of  but  a  few  others,  but  to  raise  or  lower  the  rate 
on  wheat  from  Chicago  to  New  York  may  require  the  read- 
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juBtment  of  many  other  charges.    The  rate  structure,  like  a 
spider's  web,  is  delicately  interwoven, 

INTEBRAILWAY   COMPETITION   AS  A   FACTOR  IN   RATE  MAKINQ 

Rival  markets  and  competing  producing  sections,  no 
matter  where  located,  will  be  kept  on  a  common  level  if 
it  is  possible  for  the  carriers  so  to  place  them.  In  times 
past,  the  efforts  of  rival  railways  to  secure  and  hold  traffic 
at  a  maximum  number  of  competitive  centers,  regardless 
of  the  inequality  of  the  economic  advantages  possessed  by 
those  places,  resulted  in  such  glaring  and  such  socially  un- 
desirable discriminations  as  to  call  for  government  regula- 
tion. At  the  present  time  the  railways  as  well  as  the  public 
realize  that  artificial  limits  must  often  be  placed  upon  inter- 
regional competition.  ITiis  very  fact  indicates  the  wide 
range  and  the  relentless  severity  of  unregulated  interre- 
gional competition  in  industry  and  trade.  Producers,  trad- 
ers, and  carriers  are  each  and  all  inseparably  involved  in 
the  struggle  of  economic  interests.  For  this  reason  chiefly 
is  government  regulation  of  railroads  necessary. 

The  efforts  of  rival  railways  to  secure  traffic  free  to 
move  by  more  than  one  line  is  a  second  force  influencing 
the  rate  maker.  Unlike  the  commercial  competition  just 
mentioned,  it  has  become  less  instead  of  more  powerful; 
because,  as  time  goes  on,  it  is  more  largely  regulated  by 
the  consolidation  of  competing  lines,  or  by  traffic  asso- 
ciations, community-of -interest  arrangements,  and  informal 
mutual  understandings.  These  are  the  means  whereby 
rival  railways  have  sought  to  substitute  cooperation  for 
unrestrained  competition.  Interline  competition  is,  how- 
ever, still  a  force  of  no  small  influence.  Consolidation  and 
cooperation  have  not  terminated  the  efforts  of  railway  sys- 
tems to  hold  traffic  against  each  other  and  to  insist  on  such 
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an  adjustment  of  rates  as  will  effect  what  the  several  com* 
petitors  may  deem  to  be  a  fair  distribution  of  tonnage. 

This  fact  is  well  illustrated  by  the  perennial  strife  of 
the  trunk  lines  over  the  relative  rates  to  be  accorded  North 
Atlantic  seaports  on  traffic  to  and  from  the  central  West. 
This  question  was  arbitrated  by  the  carriers  in  1882,  was 
adjusted  by  the  Interstate  Commerce  Commission  in  1898, 
and  also  in  1905;  but  in  1909  and  1910  the  subject  was 
again  opened  by  the  refusal  of  the  Boston  &  Maine  Railroad 
and  the  Boston  interests  to  continue  to  accept  the  import 
differentials  as  just  to  Boston. 

The  division  freight  agents,  the  freight  solicitors,  and 
other  officials  concerned  with  securing  traffic  no  longer  are 
permitted  to  cut  rates,  grant  rebates,  or  to  offer  shippers 
any  other  than  the  open,  published  rate;  but  anyone 
familiar  with  their  activities  knows  that  the  men  serving 
each  railway  company,  each  fast  freight  line,  and  each  lake 
or  coastwise  carrier  are  doing  their  utmost  to  get  business 
for  their  employer  and  to  hold  traffic,  or  to  get  it  away, 
from  the  competing  lines.  The  fact  that  the  competition 
among  railroads  is  in  service  rather  than  on  the  basis  of 
secret  rates  enables  the  railways  to  regulate  their  struggles 
so  as  to  prevent  most,  if  not  all,  rate  wars;  but  regulated 
competition  that  stops  short  of  open  war  may  not  only  be 
perpetual,  but  may  also  be  keen,  and  may  be  effective  in 
determining  both  the  charges  on  particular  commodities 
and  the  general  level  of  rates.  From  the  public  point  of 
view,  this  interrailway  competition  may  not  be  an  adequate 
regulator  of  rates ;  indeed,  it  may,  like  interregional  indus- 
trial competition,  lead  to  arbitrary  discriminations  that 
require  correction  by  public  authority;  but  this  does  not 
prove  the  absence  or  impotency  of  competition  among  rail- 
roads to  secure  traffic  free  to  move  by  more  than  one  route. 
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WATER  COMPETITION  AS  A  PACTOB  IN  BATE  MAKING 

The  influence  of  water  competition  upon  the  policy  and 
practice  of  railway  rate  making,  though  less  general  and 
less  controlling  now  than  formerly,  is  still  a  factor  of  much 
effect  in  several  parts  of  the  country;  and  the  practical 
certainty  of  a  general  improvement  of  the  inland  water- 
ways of  the  United  States  indicates  that  water  competition 
will  be  more  potent  in  the  future  than  it  is  at  the  present 
time. 

The  effects  upon  railway  rates  of  the  rates  and  services 
of  the  steamship  lines  operated  along  and  between  our  sea- 
boards are  far-reaching.  The  wide  range  of  the  influence 
of  ocean  competition  upon  railway  rates  is  well  illustrated 
by  Ihe  fact  that  the  export  and  import  traflSc  between  the 
central  part  of  the  United  States  and  Pacific  foreign  coun- 
tries must  be  carried  by  the  transcontinental  railroads  to 
and  from  our  west  coast  at  rates  fixed  by  the  competition  of 
the  route  via  our  eastern  seaboard  and  the  Suez  Canal. 

The  rail  charges  into  and  out  of  the  Southern  States 
and  the  system  of  rates  that  has  developed  in  that  section, 
as  will  be  shown  in  a  later  chapter,  are  largely  influenced 
by  the  competitive  rates  and  service  of  the  coastwise  vessels. 
Likewise  the  rates  on  the  transcontinental  traflSc  moving 
west  and  east  between  the  Atlantic  and  Pacific  sections  of 
the  United  States  are  absolutely  controlled  by  the  compe- 
tition of  the  water  routes  via  Panama  and  the  Isthmus  of 
Tehuantepec.  Moreover,  it  should  be  specially  noted  that 
water  competition  not  only  controls  certain  specific  railway 
charges,  but  also  exerts  much  influence  upon  the  general 
systems  of  rate  making  prevailing  in  different  sections  of 
the  country. 

The  steamship  and  other  vessel  lines  engaged  in  coast- 
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wise  traffic  along  the  Atlantic  seaboard  are  to  some  extent 
owned  by  railway  companies,  but  are  for  the  most  part 
independent  of  the  railroads;  while  on  our  Pacific  coast 
the  opposite  is  true.  However,  the  effect  of  the  ownership 
of  the  Pacific  coast  lines  by  the  railroads  is  rather  to  regu- 
late than  to  eliminate  water  competition.  The  differences 
between  the  services  performed  by  railways  and  water- 
ways cause  the  two  carriers  to  be  competitors;  then,  too, 
the  railway  companies  owning  the  water  lines  are  traffic 
rivals,  each  striving  to  secure  an  increasing  share  of  the 
total  tonnage  seeking  transportation. 

The  Great  Lakes  exercise  an  influence  upon  railway 
rates  and  rate  making  second  only  to  that  exerted  by  the 
oceans.  The  package  freight  lines  on  the  lakes  are  owned 
by  the  railways,  but  these  package  lake  lines  are  operated 
by  rival  railroads  as  parts  of  through  competitive  routes 
in  order  that  each  railway  may  secure  a  share  of  the  large 
volume  of  traffic  moving  east  and  west  on  the  lakes.  The 
iron  ore  from  Lake  Superior,  which  comprises  nearly  half 
the  total  tonnage  moved  on  the  lakes,  is  transported  mainly 
in  vessels  controlled  by  the  large  iron  manufacturers  and 
at  rates  too  low  for  the  railways  to  compete  against.  Grain 
and  lumber  are  carried  down  the  lakes  chiefly  by  competi- 
tive common  carriers,  the  competition  between  the  all-rail 
routes  and  the  lake-and-rail  routes  to  the  East  being  active. 

At  the  time  the  system  of  rates  now  governing  the 
through  traffic  between  the  trunk  line  territory  and  that  of 
the  Central  Freight  Association  was  worked  out  and  put 
into  force — in  the  70 's — the  controlling  factor  was  the 
through  water  route  via  the  Great  Lakes  and  the  Erie 
Canal,  and  the  ^stem  of  rates  then  adopted,  which  will  be 
described  in  a  later  chapter,  was  largely  influenced  by. the 
competitive   conditions  created  by  the  presence  of  this 
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waterway.  The  influence  of  the  Great  Lakes  upon  railway 
rates  and  services  is  still  potent;  but  the  Erie  Canal  has 
ceased  to  have  much,  if  any,  eflFect  upon  the  railways.  Its 
tonnage  has  declined  from  19,300,000  tons  for  the  five-year 
period  1878-1882  to  11,100,000  for  the  five  years  ending  in 
1907 ;  meanwhile  there  has  been  an  enormous  expansion  in 
the  tonnage  of  the  railways  that  parallel  the  canal.  The 
traffic  of  the  Erie  Canal  will  doubtless  again  increase  when 
the  improvements  now  in  progress  shall  have  been  com- 
pleted, and  its  influence  upon  railway  rates  will  then  be 
greater;  but  even  then  the  effect  which  the  canal  will  have 
upon  the  railways  will  not  be  anywhere  near  so  great  as  it 
was  in  the  decades  preceding  1880.  By  the  time  the  en- 
larged canal  is  ready  for  use,  or  at  least  within  a  short  time 
thereafter,  both  the  waterway  and  the  parallel  railroads 
will  probably  be  fully  occupied  in  meeting  the  transporta- 
tion demands.  In  other  words,  the  Erie  Canal  may  be 
expected  to  be,  what  it  is  to  the  interest  of  the  public  that 
it  should  be,  primarily  a  complement  and  secondarily  a 
competitor  of  the  railroads  it  parallels. 

In  former  days  the  Ohio,  Mississippi,  Missouri,  and 
other  rivers  were  factors  of  much  importance  in  the  regu- 
lation of  rates ;  and  at  the  present  time  they  are  not  without 
influence  upon  specific  rates  and  general*  rate  systems,  but, 
speaking  generally,  their  effect  is  but  slight.  That  this  will 
always  be  the  case  is  by  no  means  certain.  Our  principal 
natural  waterways  will  during  the  next  decade  or  two  un- 
questionably be  given  improved  channels,  their  flow  of 
water  will  be  better  regulated,  and  the  facilities,  other  than 
channels,  which  contribute  to  the  use  of  waterways  will  be 
established.  Moreover,  there  will  be  a  growing  demand  for 
water  transportation  as  population  becomes  denser  and  as 
industry  expands.    Railway  rates  in  the  future  will  prob- 
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ably  be  increasingly  subject  to  the  regulation  of  waterway 
competition. 

The  relatively  slight  effect  thus  far  exerted  upon  rail- 
road freight  rates  by  electric  railway  competition  is  consid- 
ered in  Chapter  XXXVI. 

KEFERENCES 

1.  W.  Z.  Ripley,  "Railway  Rate  Making  in  Practice,"  in 
Railroad  Age  Gazette,  vol.  xlvi.  May  7,  1909,  pp.  975-978  et  aeq. 

2.  F.  H.  Dixon,  "A  Traflfic  History  of  the  Mississippi 
River,"  Document  No.  11,  National  Waterways  Commissiuu, 
December,  1909,  Washington,  D.  C. 


CHAPTER   XX 

RATE  MAKING 

m.    THE  BASES  OF  RAILWAY  CHARGES 

The  four  forces  controlling  traffic  officials'  decisions  as  to  rates — 
Three  reaaons  wb;  cost  of  service  is  emphasized  in  explaining 
rates — DetinitionB  of  cost  of  service — Cost  an  impracticable  and 
andeairable  sole  basis  of  rates — Importance  to  be  given  distance 
in  rate  making — The  transcontinental  rates  and  tlie  Rate  Act 
of  1910 — Value  of  service  as  basis  for  rates — Value  of  articles 
and  rate  making — Influence  of  capitalization  upon  rates — Gov- 
ermneot  regulation  and  rate  making — References. 

In  the  actual  making  of  rates  the  traffic  official's  de- 
cision is  ordinarily  the  resultant  of  four  forces:  (1)  The 
charges  he  makes  must  have  a  proper  relation  to  those  made 
by  competing  roads  and  routes,  and  in  spite  of  railway 
integration  there  is  much  actual  competition  in  transporta- 
tion services;  (2)  the  shipper's  interests  must  be  consid- 
ered— what  he  can  pay  for  transportation  and  what 
cliarges  will  permit  his  industry  to  flourish  and  the  traffic 
of  the  railroad  to  increase;  (3)  the  carrier's  revenues  must 
be  safeguarded.  As  far  as  it  is  practicable,  each  particular 
rate  must  cover  operating  costs  and  contribute  somethii^ 
toward  fixed  charges  and  profits,  while  the  rates  as  a  whole 
must  surely  be  kept  on  a  level  that  will  maintain  the  com- 
ny  in  a  prosperous  condition.  (4)  The  requirements  of 
i  public  as  a  whole  must  be  complied  with.  In  many 
Ltes  mazimiim  rates  are  fixed  by  statutes  or  commissions; 
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in  other  states  the  commissions  have  the  power  to  revise 
particular  rates;  while  the  rates  on  interstate  commerce, 
which  is  vastly  more  important  than  the  trafiSc  that  does 
not  pass  state  boundaries,  are  subject  to  the  revisory  con- 
trol of  the  Interstate  Commerce  Commission. 

In  studying  the  shipper's  interests  and  the  carrier'? 
needs,  the  maker  of  rates  will  endeavor  to  discover  the  bases 
of  fair  and  profitable  charges.  The  rate,  it  is  needless  to 
say,  is  a  certain  sum  per  hundredweight,  ton,  or  car  load ; 
the  charge  differs  for  various  classes  or  kinds  of  commod- 
ities, and  is  usually  greater  for  long  than  for  short  distances. 
The  charges  are  influenced  by  several  factors  other  than 
interline  competition.  The  purpose  of  this  paper  is  to  con- 
sider briefly  the  more  important  of  those  forces. 

COST  OP  SERVICE  AND  DISTANCE  AS  FACTORS  IN  RATE  MAKING 

In  all  discussions  as  to  what  should  be  the  basis  of  rail- 
road charges  much  attention  is  naturally  given  to  the  cost 
of  the  service.    Three  reasons  readily  account  for  this : 

(1)  In  all  lines  of  business  the  scale  of  prices  for  serv- 
ices and  commodities  is  fixed  with  relation  to  costs.  What- 
ever charges  are  decided  upon,  they  must,  first  of  all,  cover 
all  expenses,  and,  secondarily,  they  must,  if  possible,  yield 
satisfactory  business  profits.  We  are  so  accustomed  to  this 
way  of  thinking  about  prices  that  we  are  wont  to  apply  the 
same  line  of  reasoning  to  railway  charges,  although,  as  will 
presently  be  shown,  precise  conclusions  as  to  what  a  rate 
ought  to  be  can  seldom  be  reached  solely  by  this  method. 

(2)  With  definite  fixed  charges  to  meet  and  with  oper- 
ating expenses  whose  amount  is  largely  beyond  control,  the 
railway  management  must  constantly  strive  to  make  its 
revenues  exceed  its  total  expenses.  Moreover,  in  seeking 
for  new  business,  in  soliciting  traffic,  there  is  no  escaping 
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the  questions,  What  will  it  cost  to  handle  this  new  business  Y 
and  How  much  better  off  will  the  company  be  if  the  traffic 
is  secured  ?  Thus  it  is  that  the  traffic  officials  are  constantly 
concerned  with  the  costs  of  services,  although  they  and 
everyone  must  recc^nize  the  fact  that  railway  charges  for 
particular  services  cannot  be  based  solely  nor  mainly  upon 
costs. 

(3)  The  government,  through  commissions  and  courts, 
insists  that  rates  must  be  reasonable,  and  in  deciding  what 
are  fair  charges  these  bodies  always  have  and  always  will 
inquire  both  as  to  the  capital  costs  which  the  rates  must 
cover  and  as  to  the  measurable  operating  costs  incurred  in 
handling  the  particular  traffic  concerned.  Courts  and  com- 
missions will  also  seek  other  information  to  aid  them  in 
reaching  a  just  decision  as  to  the  reasonableness  of  rates, 
but  neither  public  tribunal  nor  railway  defendant  will 
ignore  costs  in  passing  upon  the  reasonableness  of  specific 
freight  and  passenger  charges. 

In  spite  of  these  facts,  however,  it  is  none  the  less  true 
that  costs  of  service  cannot  be  measured  with  sufficient  ac- 
curacy to  be  made  the  exclusive  basis  of  either  class  or 
commodity  rates;  and  if  the  company's  entire  expenses 
could  be  exactly  subdivided  in  such  a  way  as  to  cause  each 
transportation  service  to  contribute  its  true  share  of  the 
expenses — ^if,  in  other  words,  the  chiarge  for  each  service 
could  be  based  on  costs — it  would  be  as  unwise  for  the  com- 
pany, as  it  would  be  disastrous  to  the  public,  for  the  rail- 
way to  fix  its  rates  and  fares  strictly  according  to  costs. 
These  two  statements  require  brief  analysis : 

The  word  '*  cost  "  as  applied  to  railway  services  has 
several  meanings,  and  in  order  to  discuss  the  relation  of 
cost  to  railway  rates  it  is  necessary  to  keep  these  several 
meanings  clearly  in  mind.    The  general  public  ordinarily. 
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inclndes  in  the  term  cost  all  the  expenses  properly  charge- 
able against  services — i.  e.,  interest  on  the  capital  employed, 
outlay  for  maintenance  of  plant,  for  insurance,  for  wages, 
and  for  other  operating  expenses,  together  with  the  usual 
business  profits.  A  second  sense  in  which  cost  is  often  used 
is  synonymous  with  operating  expenses — i.  e.,  the  railway 
company's  outlay  other  than  that  which  goes  to  remunerate 
capital.  When  the  word  is  used  in  this  meaning  the  rail- 
road is  thought  of  as  being  in  existence,  and  the  costs  of  the 
service  are  held  to  be  the  equivalent  of  the  expenses  of 
operating  the  plant.  A  third  use  of  the  term  cost  is  to 
cover  such  additional  expenses  as  may  be  incurred  in  per- 
forming a  particular  service;  in  other  words,  the  outlay 
that  would  not  have  been  incurred  had  a  particular  ship- 
ment of  freight  not  been  made.  The  trafSc  official  seeking 
to  secure  new  tonnage  for  his  line  is  very  apt  to  use  cost  in 
this  third  sense ;  for  he  must  carefully  estimate  whether  the 
rates  at  which  he  proposes  to  take  the  traffic  will  or  will  not 
yield  a  revenue  sufficient  to  place  his  company  in  a  better 
financial  position  than  It  would  have  been  had  he  not  taken 
this  particular  freight  and  incurred  the  additional  expenses 
involved  in  performing  the  service. 

In  whichever  of  these  three  meanings  the  term  cost  is 
used,  it  is  impossible  for  a  railroad  official  to  determine  ex- 
actly what  share  of  the  company's  expenses  are  to  be 
charged  up  to  any  particular  transportation  service.  If  a 
railroad  company  carried  but  one  kind  of  traffic  and  han- 
dled that  traffic  only  in  full  car  load  lots,  it  would  be  pos- 
sible definitely  to  distribute  costs  among  the  various  serv- 
ices performed  for  the  shippers  of  that  commodity.  That 
is  to  say,  the  services  of  the  railroad  would  consist  of 
handling  car  load  units  of  a  single  commodity,  and  thus  its 
line,  terminal,  office,  and  capital  expenses,  as  a  whole,  might 
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be  divided  among  the  number  of  units  of  service  performed. 
As  everyone  knows,  however,  commodities  of  many  varieties 
and  descriptions  are  carried,  and  in  quantities  varying  from 
a  few  pounds  to  car  loads  and  train  loads.  To  perform  any 
one  of  this  great  variety  of  services  the  company 's  facilities 
as  a  whole  must  be  employed.  At  any  given  moment  of  time 
the  company's  entire  plant  is  being  operated  to  perform 
thousands  of  dissimilar  services,  and  no  one  can  figure  out 
how  much  of  the  company's  total  outlay  is  to  be  charged 
against  any  one  of  these  infinitely  numerous  and  varied 
services.  In  other  words,  most  of  the  expenditures  of  a 
railroad  company  are,  as  Prof.  F.  W.  Taussig  long  since 
pointed  out,  **  joint  costs  " ;  they  are  paid  out  for  the  main- 
tenance of  the  service  as  a  whole,  and  can  have  only  indirect 
connection  with  any  particular  act  of  transportation. 

The  importance  of  the  fact  that  a  railroad  company's 
expenses  are  mainly  joint  costs  ought,  perhaps,  to  be  empha- 
sized. About  three  tenths  of  the  railroad  company's  total 
expenses  are  capital  costs,  taxes,  and  other  fixed  charges, 
and  seven  tenths  are  operating  and  maintenance  expenses. 
Obviously  the  volume  of  traffic  cannot  lessen  or  increase 
fixed  charges.  Operating  expenses  alone  will  vary  with  the 
tonnage  handled  and  the  number  of  services  performed, 
but,  even  in  the  case  of  outlay  for  operation,  only  a  part  of 
the  expenses  is  affected  by  an  increase  or  decrease  of  traf- 
fic. A  decline  or  a  gain  of  ten  or  twenty  per  cent  in  volume 
of  business  will  have  but  comparatively  little  effect  upon 
the  outlay  for  track,  structures,  terminals,  and  even  for 
cars  and  locomotives.  While  it  is  true  that  the  railway 
company's  facilities  must  be  developed  with  reference  to 
the  services  the  railroad  has  to  perform,  it  is  none  the  less 
a  fact  that  the  larger  part  of  the  company's  investment 
must  be  made  to  prepare  for  handling  any  traffic  at  all. 
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Having  established  its  line  and  tenninals  and  having  pro- 
vided itself  with  the  equipment  for  handling  some  traffic, 
the  additional  expense  required  by  a  company  to  put  itself 
in  condition  to  handle  much  more  traffic  may  be  relatively 
small.  Likewise,  when  a  railroad  having  a  large  volume  of 
traffic  experiences  a  decline  in  volume  of  business,  tempore^ 
rily  or  permanently,  no  company  is  able  to  decrease  its  ex- 
penses proportionately.  Such  being  the  nature  of  cost  in 
the  railway  service,  it  is  obvious  that  rates  for  particu- 
lar services  cannot  bear  a  close  relation  to  the  expenses 
involved  in  performing  those  special  services. 

The  other  general  reason  against  endeavoring  to  base  rail- 
road rates  upon  cost  of  service  and  to  make  each  commodity 
bear  its  strict  proportion  of  the  company's  total  cost  of 
service  is  that  the  adoption  of  such  a  basis  of  charges  would 
at  once  result  in  such  high  rates  for  cheap  and  bulky  com- 
modities as  to  make  their  transportation  impossible.  This 
would  both  seriously  limit  the  tonnage  of  the  railroads  and 
prevent  the  development  of  many  industries.  If  coal,  iron 
ore,  cement,  lumber,  grain,  salt,  and  similar  commodities 
were  required  to  pay  their  proportionate  share  of  both  the 
operating  expenses  and  fixed  charges,  and  silks,  shoes,  and 
other  articles  of  high  value  in  proportion  to  bulk  and 
weight  were  not  required  to  pay  more  than  their  propor- 
tion of  both  operating  expenses  and  fixed  charges,  the  rates 
on  much  low-grade  traffic  would  be  prohibitively  high. 
Rates  are  necessarily  higher  per  hundredweight  upon  arti- 
cles of  high  value  than  upon  those  of  low  value.  Every- 
body recognizes  the  fact  that,  if  it  were  possible  to  base 
rates  upon  cost  of  service,  like  weights  of  commodities  of 
different  values  would  be  obliged  to  bear  dissimilar  propor- 
tions of  the  total  expenses. 

Although  the  cost  of  service  cannot  be  accepted  as  the 
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practicable  or  desirable  basis  to  be  considered,  to  the  exclu- 
sion of  other  bases,  in  determining  rates,  it  is  not  to  be 
inferred  that  either  the  traffic  or  the  operating  depart- 
ments of  the  railroad  can  ignore  the  question  of  cost.  Tlie 
accounts  of  railroads  are  now  kept  in  such  detail  as  to 
enable  the  operating  department  to  calculate  with  approxi- 
mate accuracy  the  additional  expense  incurred  in  handling 
a  car  load  or  train  load  of  freight;  and  inasmuch  as  the 
greater  part  of  the  tonnage  of  every  railroad  company 
consists  of  car  load  and  train  load  freight,  it  is  evident  that 
a  knowledge  of  the  additional  operating  expenses  incurred 
by  taking  on  new  units  of  traffic  is  of  great  importance  both 
to  the  operating  department,  which  is  concerned  with  the 
economical  handling  of  traffic,  and  to  the  traffic  officials, 
whose  duty  it  is  to  establish  such  rates  as  will  add  to  the 
company's  net  revenues,  while  at  the  same  time  permitting 
shippers  steadily  to  increase  the  tonnage  offered  to  the 
railroad  company. 

If  the  rates  charged  are  to  add  anything  to  net  reve- 
nues, the  rates  must  be  in  excess  of  the  additional  operating 
expenses  incident  to  handling  the  particular  traffic  in  ques- 
tion. Charges  that  are  lower  than  these  additional  operat- 
ing expenses  would  cause  the  company  to  lose  money  by 
performing  the  service.  Such  expenses,  in  other  words, 
fix  the  minimum  limit  below  which  railway  rates  may  not 
justifiably  go  unless  for  temporary  and  very  exceptional 
reasons.  It  sometimes  happens  that  a  railroad  company 
may  wisely  haul  materials  to  a  mill  or  factory  at  a  loss 
while  an  industry  is  being  established.  The  manufactures 
made  from  these  materials  may,  indeed,  furnish  the  rail- 
road from  the  start  with  a  traffic  from  which  profits  are 
secured  that  more  than  cover  the  losses  due  to  the  low  rates 
on  the  raw  products.     If  the  new  industry  succeeds,  the 
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rates  on  both  materials  and  manufactured  output  are  ad- 
vanced in  accordance  with  what  the  traffic  will  bear. 

Although  the  allocation  of  the  railway  expenses  among 
particular  services  can  never  be  made  so  accurately  as  to 
permit  of  fixing  rates  primarily  with  reference  to  diflfer- 
ence  in  costs,  the  progress  of  cost  accounting  during  recent 
years  has  made  it  possible  to  measure  with  increasing  ac- 
curacy a  greater  number  of  the  expenses  of  railway  manage- 
ment and  to  subdivide  those  outlays  more  closely  among 
particular  classes  of  commodities  and  kinds  of  services ;  and, 
with  every  advance  in  methods  of  cost  allocation,  known 
diflferences  in  costs  of  service  tend  to  exercise  a  greater 
influence  upon  rate  making. 

The  charge  made  for  transporting  any  commodity  or 
class  of  freight  varies  with  the  weight  of  the  consignment 
and  the  distance  it  is  shipped,  for  the  reason  that  both 
weight  and  distance  are  factors  affecting  the  cost  of  serv- 
ice. Expenses,  however,  do  not  rise  proportionately  with 
an  increase  in  either  factor.  It  costs  less  per  ton  or  hun- 
dredweight to  transport  goods  in  train  loads  than  in  single 
car  load  quantities,  and  less  in  car  loads  than  in  smaller 
amounts ;  likewise,  the  movement  expenses  per  ton  per  mile 
grow  less  with  every  increase  in  the  length  of  haul,  and  the 
terminal  expenses,  which  also  must  be  covered  by  the  rate 
charged,  are  less  per  ton  per  mile  when  distributed  over  a 
long  haul.  The  lower  rates  per  hundred  pounds  or  per  ton 
given  to  car  load  shipments  than  to  less  than  car  load  lots 
and  the  especially  low  rates  on  coal,  iron  ore,  and  other  com- 
modities when  hauled  in  full  train  loads,  are  justified  by 
differences  in  cost  of  service.  For  the  same  reason  the 
charges  for  long  hauls  are  properly  less  per  ton  per  mile 
than  are  the  rates  for  short  distances.  The  way  this  works 
in  practice  is  illustrated  by  a  distance  tariff  adopted  by  quq 
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of'tbe  state  railway  commissions,  which  made  the  rate  on 
certain  traffic  17  cents  per  100  pounds  for  25  miles,  20  cents 
for  50  miles,  24  cents  for  100  miles,  40  cents  for  200  miles^ 
and  56  cents  for  300  miles. 

The  importance  that  should  be  attached  to  distance  in 
making  rates  is  a  much-debated  question.  While  no  one 
advocates  charging  a  flat  rate  per  ton  per  mile  regardless 
of  distance,  there  are  wide  differences  of  opinion  as  to  the 
extent  to  which  it  is  proper  to  deviate  from  that  rule.  In 
the  days  of  unregulated  competition  the  struggle  of  rail- 
ways for  traffic  to  and  from  the  large  industrial  or  trade 
centers  caused  lower  absolute  rates  to  be  given  for  long- 
distance hauls  between  those  competitive  points  than  were 
accorded  for  the  shorter  hauls  to  and  from  the  intermediate 
points  where  rivalry  for  traffic  was  less  intense  or  was  non- 
existent. The  practice  of  charging  less  for  a  long  haul 
than  for  a  shorter  intermediate  one  is  much  less  general 
than  it  was  formerly,  but  there  are  numerous  survivals  of 
the  practice  to  be  found  in  the  southern  and  western  sec- 
tions of  the  United  States.  The  Railway  Rate  Act  of  1910 
diefinitely  prohibits  a  greater  charge  for  the  shorter  inter- 
mediate haul,  unless  permission  is  given  the  carrier  by  the 
Interstate  Commerce  Commission.  The  enforcement  of  this 
Act  will  apparently  require  a  readjustment  of  many  rates 
in  the  West  and  South. 

The  most  striking  instance  of  the  disregard  of  relative 
distances  in  rate  making  is  afforded  by  the  transcontinental 
railway  rates.  Until  recently,  most  all  points  east  of  the 
Missouri  River  had  the  same  rates  to  the  Pacific  coast,  the 
charges  from  New  York  being  no  higher  than  from  St. 
Louis;  while  the  rates  from  the  territory  east  of  the  Mis- 
souri to  places  some  distance  short  of  the  Pacific  terminals 
— i-to  Reno,  Nev.,  for  instance — ^were  actually  higher  than 
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the  through  rates  to  the  seaboard.  The  rates  were  slightly 
graded  by  territorial  groups  in  1909 ;  and  it  is  probable  that 
the  law  of  1910  will  require  the  railroads  to  give  more 
weight  than  they  have  formerly  given  to  distance  in  making 
transcontinental  rates.  The  railroads  have,  in  the  past, 
felt  obliged  to  make  their  rates  in  this  way  because  of  the 
necessity  of  giving  exceptionally  low  through  rates  to  meet 
those  offered  by  the  steamship  lines  handling  traffic  between 
the  Atlantic  and  Pacific  seaboards — formerly  around  South 
America,  latterly  by  way  of  the  Isthmuses  of  Tehuantepec 
and  Panama. 

Every  railroad,  because  of  the  fact  that  increased  ton- 
nage at  remunerative  rates  means  lower  average  costs  and 
higher  profits  for  each  ton  of  its  traffic,  is  under  strong  pres- 
sure to  reach  out  as  widely  as  possible  for  new  traffic  and  to 
expand  the  tonnage  of  goods  handled  within  the  territory 
which  it  occupies  in  common  with  other  railways ;  and  many 
persons  believe  it  to  be  a  wise  policy  for  the  public  to  permit 
a  railroad  to  carry  any  traffic  which  it  can  handle  at  rates 
that  wilj  add  to  the  company's  net  revenues.  Those  who 
hold  this  view  do  not  believe  in  prohibiting  a  lower  charge 
for  a  long  haul  than  for  an  intermediate  one ;  on  the  con- 
trary, they  believe  it  to  be  for  the  benefit  of  the  country 
as  well  as  the  carriers  to  permit  every  producer  to  reach  the 
widest  possible  range  of  markets  that  can  be  opened  to  him 
by  the  railways  with  which  he  is  served.  That  this  may 
result  in  serious  discriminations  against  some  localities  is 
not  to  be  denied;  but  the  advocates  of  the  policy  of  permit- 
ting a  railroad  to  make  such  rates  as  will  enable  it  to  secure 
maximum  tonnage  assert  that  this  policy  will  result  in  the 
largest  industrial  and  trade  development. 

The  public,  however,  does  not  approve  of  allowing  com- 
mftn  carriers  so  to  disregard  distance  in  rate  making  as  to 
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establish  glaring  discriminations  among  places;  it  inclines 
rather  to  the  view  that  distance  should  be  given  such  weight 
in  railway  rate  schedules  as  to  assure  each  locality  its  nat- 
ural advantages  of  location.  Accordingly,  there  is  a*'  long 
and  short  haul  clause  "  not  only  in  the  Interstate  Com- 
merce Act,  but  in  the  laws  of  most  states.  Moreover,  there 
are  numerous  railway  companies  that  have  long  considered 
it  wise  to  observe  the  principle  of  not  charging  more  for  the 
intermediate  short  haul  than  for  the  longer  one;  and  there 
is  a  growing  tendency  on  the  part  of  railroads  generally  to 
abandon  the  former  plan  of  giving  the  longer  haul  the  lower 
rate,  except  where  the  competition  of  ocean  carriers  for 
especially  desirable  trafiSc  may  make  the  continuation  of  the 
practice  seem  necessary. 

VALUE   OF   THE   SERVICE   AND   VALUE  OF  THE   COMMODFrT  AS 

FACTORS  IN   RATE   MAKINO 

In  following  the  principle  of  charging  what  the  traffic 
will  bear,  rates  are  determined  mainly  by  the  carrier's 
estimate  of  the  value  of  the  service  to  the  shipper.  If  the 
market  price  of  grain  is  ten  cents  a  bushel,  or  16}  cents  a 
hundred  pounds,  higher  in  New  York  than  in  Chicago,  a 
grain  dealer  would  probably  value  the  service  of  trans- 
porting corn  from  Chicago  to  New  York  at  about  fourteen 
or  fifteen  cents  a  hundred.  He  could  pay  that  rate  to  the 
railroad  and  have  enough  left  for  trade  profits;  and  it  is 
reasonable  to  suppose  that  the  railway  company  would, 
unless  prevented  by  competition  or  government  regulation, 
charge  the  shipper  either  the  full  value  of  the  service,  or 
possibly  that  amount  somewhat  discounted  for  the  purpose 
of  stimulating  traffic. 

The  value  of  the  service  is,  unquestionably,  the  chief 
basis  of  railway  charges.    The  railroads  have  shared  with 
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the  farmers,  mineps,  lumbermen,  manufacturers,  and  pro- 
ducers of  all  kinds  in  the  great  work  of  developing  and 
settling  our  continental  country.  The  railways  have  been 
engaged  jointly  with  others  in  production;  and  they  have 
constantly  sought  to  adapt  transportation  rates  to  the  re- 
quirements of  production  and  to  the  trade  conditions  pre- 
vailing in  a  country  where  materials  are  remote  from  mills 
and  where  markets  are  far  from  farm  and  factory.  On 
the  whole,  it  has  been  fortunate  for  the  people  of  the 
United  States  that  the  railroads  have  followed  a  policy 
of  rate  making  calculated  to  bring  about  the  widest  devel- 
opment of  markets  and  the  greatest  possible  range  of  trade. 
Nevertheless,  there  are,  or  may  be,  certain  consequences 
resulting  from  charging  what  the  traffic  will  bear  that  are 
not  to  the  general  advantage  of  the  public,  and  which  need 
to  bo  kept  clearly  in  mind  both  by  rate  makers  and  rate 
regulators. 

In  spite  of  the  fact  that  competitive  forces  go  far  to 
prevent  railway  chargei^  from  being  high,  and  actually  do 
keep  most  rates  within  the  limits  of  reasonableness,  it  is 
still  true  that  competition  is  not  so  universal  and  unre- 
stricted throughout  industry  and  transportation  as  to  pro- 
tect shippers  against  being  made  to  bear  unjustly  high 
rates.  Many  articles  of  light  weight  and  high  value  can 
indeed  be  charged  what  would  be  recognized  by  everybody 
to  be  extremely  high  rates  without  imposing  any  serious 
restrictions  upon  the  expansion  of  trade.  Many  writers 
make  much  of  the  fact  that  an  increase  of  ten  per  cent  in 
the  rates  on  furniture  might  possibly  add  sixteen  cents  to 
the  cost  of  a  dining  room  set;  that  an  ordinary  suit  of 
clothing  might  be  increased  one  third  or  one  half  cent  by 
the  ten  per  cent  advance  in  transportation  charges;  and 
that  the  cost  of  shoes  might  be  increased  one  cent  per  pair. 
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Statements  like  these,  which  might  be  multiplied  indef- 
initely,  emphasize  the  economy  of  the  transportation  serv^ 
ice;  but  they  also  show  with  equal  clearness  that  if  the 
carrier  is  not  prevented  by  competition  or  by  government 
interference,  he  may  exact  such  rates  of  producers  as  would 
compel  them  to  pay  much  greater  sums  to  the  carrier  than 
it  is  entitled  to  receive. 

Competition  at  points  served  by  several  railroads  is 
more  effective  than  at  places  located  upon  but  one  line  in 
limiting  the  charges  that  may  be  made  on  the  basis  of 
what  the  traffic  will  bear.  While  local  manufacturers  and 
shippers  served  by  only  one  road  will  not  be  charged  such 
high  rates  as  to  drive  them  out  of  business  or  to  reduce 
their  traffic,  or  to  cause  them  to  move  their  industry,  when 
it  can  be  done,  to  some  other  line  or  railroad  that  promises 
more  favorable  treatment,  it  may  often  happen  that  a 
manufacturer  may  be  compelled  to  meet  the  burdens  of 
high  rates  by  seeking  to  enlarge  his  output  by  cutting 
prices.  When  this  occurs,  the  carrier  compels  the  manu- 
facturer to  turn  over  to  the  railway  company  an  increas- 
ing share  of  the  profits  which  may  more  justly  belong  to 
the  manufacturer.  There  are  few  manufacturing  plants 
that  can  be  transferred  from  one  location  to  another  with- 
out sacrificing  some  invested  capital,  and  many  producers 
will  prefer  to  pay  high  rates  rather  than  to  escape  such 
charges  by  transferring  their  plants  to  other  localities.  In 
other  words,  such  manufacturers  are  not  secure  against 
unreasonably  high  charges  when  rates  are  based  upon  what 
the  traffic  will  bear. 

Such  being  the  case,  it  clearly  follows  that  it  is  the 
duty  of  the  makers  of  rates  to  adjust  their  charges  some- 
what with  reference  to  cost  of  service  as  well  as  with  regard 
to  the  ability  of  the  shipper  to  pay ;  and  it  is  equally  clear 
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that  it  is  the  duty  of  the  government  to  insist  upon  this 
consideration  of  cost  whenever  the  regulative  forces  of 
competition  fail  to  afford  society  such  safeguards  against 
unreasonable  rates  as  ought,  in  the  interest  of  the  general 
public,  to  be  maintained.  The  public  may  rightly  insist 
that  there  shall  be  some  fair  relation  between  the  railway 's 
expenses  and  its  income. 

Although  the  policy  of  making  rates  according  to  what 
the  traffic  will  bear  needs  to  be  held  in  check  more  or  less 
by  giving  consideration,  when  practicable,  to  the  cost  of 
the  service,  it  is  none  the  less  a  fact,  as  Prof.  William  Z. 
Ripley  has  well  stated,  that  the  **  great  dynamic  force  in 
railway  operation  inheres  in  the  value-of -service  idea."* 
Professor  Ripley  illustrates  this  generalization  by  an  ac- 
count of  the  manner  in  which  the  transcontinental  railways 
made  possible  the  development  of  the  California  raisin  in- 
dustry. Raisins  began  to  be  grown  in  California  in  1876, 
but  at  that  time  the  American  demand  was  supplied  by 
raisins  imported  from  Spain.  The  market  for  raisins  in 
California  was  so  limited  that  the  development  of  the  in- 
dustry could  take  place  only  by  giving  the  California 
product  such  low  rates  to  the  eastern  part  of  the  United 
States  as  to  permit  it  to  supplant  Spanish  raisins.  In 
1876,  70,000  pounds  of  California  raisins  were  shipped  to 
the  East  at  IJ  cents  per  100  pounds,  while  the  rate  west- 
bound on  Spanish  raisins,  of  which  the  shipments  amounted 
to  1,000,000  pounds,  was  three  cents.  In  this  manner  the 
railroads  enabled  the  California  growers  to  secure  the 
entire  market  in  a  comparatively  short  time.  In  1891  no 
Spanish  raisins  at  all  were  imported,  while  east-bound 
shipments  from  California  amounted  to  37,600,000  pounds. 

1  Railroad  Age  GazeUe,  vol.  zlvi,  p.  1313,  June  18, 1909. 
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The  present  rates  on  raisins  from  California  to  the  East 
are  $1.10  per  100  pounds  in  ear  loads,  and  $2.20  for  less 
than  car  loads. 

The  beneficent  operation  of  the  '*  dynamic  force  "  of 
railway  charges  based  upon  the  value  of  service  should 
be  made  impossible  neither  by  the  associated  action  of 
the  railroads  nor  by  injudicious  government  interference; 
but  the  efforts  of  rival  railways  to  reach  new  markets  may 
draw  them  into  a  warfare  that  may  be  harmful  to  the  rail- 
roads because  of  reduction  of  revenue,  and  be  injurious 
to  the  public  in  consequence  of  the  inevitable  discrimina- 
tions between  places  and  among  commodities.  The  co- 
operation of  the  railroads  and  the  limiting  authority  of 
the  government  may  at  times  be  necessary  to  prevent  the 
*'  dynamic  force  "  from  becoming  harmful. 

The  relative  values  of  many  articles  transported  often 
have  much  eflfect  upon  the  rates  charged.  The  plan  of 
varying  rates,  not,  of  course,  proportionately  with,  but 
more  or  less  according  to,  differences  in  the  values  of  the 
articles  is  not  the  same  as  the  policy  of  charging  according 
to  the  value  of  the  service;  although,  in  general,  articles 
of  high  value  gain  more  in  absolute  price  as  the  result  of 
transfer  from  one  place  to  another  than  do  lower-priced 
commodities.  Articles  of  high  value  are  charged  high  rates 
oftentimes  merely  because  they  can  stand  such  a  charge, 
and  not  because  the  value  of  the  service  to  the  shipper  is 
noticeably  greater  than  in  the  case  of  other  articles  of  equal 
or  lower  value. 

Articles  of  much  value  per  weight  and  bulk  practically 
all  come  within  the  freight  classification ;  and  it  is  in  classi- 
fying such  articles  that  they  are  made  subject  to  high 
rates.  Valuable  commodities  are  ordinarily  put  in  a  higher 
class  than  is  given  those  of  less  worth.    The  effect  of  value 
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upon  classification,  and  thus  upon  rates,  is,  however,  not 
entirely  restricted  to  classified  traffic.  Goods  shipped  at 
commodity  rates  also  have  tariffs  affected  more  or  less  by 
the  relative  values  of  the  commodities. 

The  policy  of  charging  higher  rates  upon  valuable  com- 
modities than  upon  those  of  less  worth  is  not  to  be  con- 
demned, but  rather  to  be  commended.  Indeed,  American 
railways  might  go  farther  than  they  now  do  in  making 
value  a  basis  of  charge;  and  might,  without  appreciable 
injury  to  trade,  considerably  increase  rates  on  high-priced 
goods.  There  could  be  no  valid  objection  to  such  a  policy 
from  the  standpoint  of  the  public  welfare.  Indeed,  it 
would  probably  be  beneficial  to  trade  and  industry  as  a 
whole,  were  the  railroads  to  secure  a  larger  share  than  they 
now  do  of  their  total  revenues  from  the  high-priced  goods 
carried,  and  a  smaller  portion  of  their  income  from  the 
rates  imposed  upon  the  great  staples  of  industry.  In  a 
country  like  the  United  States,  a  small  reduction  in  the 
costs  of  transporting  raw  products,  foods,  and  the  other 
basic  materials  of  industry  always  produces  large  economic 
results;  whereas  the  deterrent  influence  of  an  increase  in 
rates  upon  valuable  commodities  is  but  slight. 

The  foregoing  discussion  of  cost  of  service  and  value 
of  service  as  bases  of  rate  making  points  to  the  conclusion 
that  neither  basis  can  or  might  properly  be  adopted  to  the 
exclusion  of  the  other.  As  Professor  Ripley  has  wisely 
stated,  in  the  paper  above  referred  to,  **  Both  principles 
are  of  equal  importance.  .  .  .  The  tendency  to  the  elevation 
of  cost-of -service  to  a  position  of  priority  ...  is  no  less  er- 
roneous than  ...  to  insist  upon  the  universal  applicability 
of  the  principle  of  charging  what  the  traffic  will  bear. 
Neither  will  stand  the  test  of  reasonableness  alone. 
Whether  the  one  or  the  other  should  take  precedence  can 
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only  be  determined  by  a  careful  study  of  the  circumstances 
and  conditions  in  each  case;  and,  in  practice,  the  instances 
where  either  principle  becomes  of  binding  effect  to  the 
entire  exclusion  of  the  other  are  extremely  rare. ' ' 

CAPITALIZATION  AND  RATES 

Whether  the  rates  charged  by  a  railway  company  are 
affected  by  the  amount  of  its  capitalization  is  a  warmly 
debated  question.  Of  course,  if  a  company  has  sold  a 
large  volume  of  bonds,  its  fixed  charges  will  be  correspond- 
ingly heavy;  and  if  it  has  issued  large  blocks  of  stock,  the 
payment  of  dividends  will  necessitate  large  net  revenues 
and  profits.  A  railway,  like  any  other  company,  will  un- 
questionably seek  to  secure  revenues  that  will  cover  operat- 
ing expenses  and  fixed  charges,  and  also  yield  satisfactory 
profits  to  the  stockholders,  and,  inasmuch  as  the  railroad 
must  derive  its  revenues  from  its  rates  and  fares,  the 
natural  assumption  must  be  that  the  charges  will,  if  possi- 
ble, be  made  such  as  to  provide  the  required  revenues,  and 
that  if  the  capitalization  is  large — if  the  interest  and  divi- 
dend payments  are  heavy — the  rates  must  be  made  high 
enough  to  meet  the  revenue  requirements.  But  the  con- 
troverted question  is,  can  rates  be  based  upon,  or  be  affected 
by,  capital  costs? 

Those  who  hold  that  railway  rates  are  determined  by 
competition  in  industry  and  among  the  railways  and  are 
fixed  in  accordance  with  what  the  traffic  will  bear — i.  e., 
solely  by  **  commercial  conditions  ''-—contend  that  there 
can  be  no  connection  between  capitalization  and  rates ;  that 
the  watering  of  stocks  and  bonds  can  only  affect  the  price 
of  the  securities  and  the  financial  standing  of  the  company ; 
that  rates  and  fares  cannot  be  raised  when  there  is  an  in- 
crease in  capitalization  and  fixed  charges.     The  obvious 
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deduction  from  this  is  that  the  general  public  and  the 
government  need  not  concern  themselves  about  railway 
capitalization. 

There  are  many  persons  who  are  not  convinced  by  this 
reasoning,  and  who  advance  the  following  arguments  to 
show  that  capitalization  may  and  does  influence  the  general 
level  of  rates: 

(1)  The  claim  that  rates  are  fixed  solely  by  commercial 
conditions,  and  are  not  based  in  part  upon  capital  and 
other  costs  of  service,  assumes  the  free  play  of  competition 
and  the  absence  of  monopoly — an  assumption  that  does  not 
tally  with  the  plain  facts  of  business  life.  In  so  far  as 
competition  is  eliminated  or  controlled,  to  that  extent,  at 
least,  can  the  railway  traffic  official  exercise  his  discretion 
or  assert  his  will  in  making  rates;  and,  if  the  company's 
fixed  charges  are  heavy  or  are  being  made  larger,  he  will 
be  under  pressure  from  his  superior  executive  officers  to 
keep  up  or  to  raise  the  level  of  rates  so  that  they  will  bring 
in  the  needed  revenue.  In  order  to  prove  that  capitaliza- 
tion cannot  affect  rates,  it  must  be  shown  that  the  rate 
maker  can  fix  rates  only  at  the  point  which  outside  forces 
compel  him  to  select;  that  there  is  no  **  twilight  zone  " 
of  discretion  in  rate  making  created  by  the  monopoly  power 
which  is  possessed,  in  some  degree  at  least,  by  every  rail- 
road company. 

(2)  When  a  particular  rate  or  a  schedule  of  rates  is 
called  in  question  in  proceedings  before  a  government  com- 
mission or  a  court,  the  defendant  railway  is  practically  cer- 
tain to  argue  that  the  company's  existing  rates  and  fares 
do  not  yield  more  revenue  than  is  required  to  meet  fixed 
charges  and  to  pay  a  fair  dividend  on  the  stock.  In  other 
words,  the  company 's  capital  costs  are  held  to  be  a  justifica- 
tion for  the  rates  charged ;  and,  if  the  complainant  is  able 
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to  show  that  much  of  the  capital  was  issued  below  par  and 
thus  represented  water  rather  than  investment,  the  attor- 
neys  for  the  defendant  may  be  expected  to  show  that,  even 
if  the  capital  was  watered  when  issued,  it  has  now  in  large 
part  passed  out  of  the  ownership  of  the  original  purchasers, 
and  has  become  the  property  of  the  general  investing  pub- 
lic, including,  among  other  holders  of  the  stock,  insurance 
and  trust  companies,  and  such  **  innocent  investors"  as 
widows  and  orphans. 

The  argument  that  the  present  innocent  investors  in  the 
securities  of  the  company  defendant  might  suffer  from  the 
proposed  reduction  in  railway  rates,  is  always,  and  very 
justly,  effective  with  the  commission  or  court.  It  is  not 
right  that  the  present  generation  should  be  made  to  suflfer 
for  the  sins  which  the  government  permitted  the  previous 
generation  to  commit,  nor  is  it  just  that  the  investors  of 
to-day  should  suffer  loss  because  railways  were  allowed 
yesterday,  last  year,  or  during  the  preceding  decade,  to' 
issue  as  much  capital  as  they  choose  to  put  forth,  or  as 
they  thought  the  future  possible  revenues  could  stand. 

The  argument  that  existing  rates  must  be  maintained, 
or  that  a  recent  increase  in  rates  and  fares  must  stand  in 
order  that  the  present  owners  of  railway  securities  may  not 
be  deprived  of  a  fair  return  on  the  investments  which  they 
have  innocently  made,  has  often  prevented  the  reduction  of 
railway  charges,  and  thus  the  connection  between  capital- 
ization and  rates  is  not  merely  theoretical  but  real.  While 
an  increase  in  capitalization  is  never,  and  could  not  be,  ac- 
companied by  a  corresponding  raising  of  rates  as  a  whole 
or  even  of  particular  charges,  it  is  none  the  less  a  fact  that 
a  large  capitalization  and  heavy  fixed  charges  will  tend  to 
keep  the  general  level  of  rates  and  fares,  year  by  year,  and 
decade  by  decade,  higher  than  would  be  maintained — at 
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least  under  conditions  of  intelligent  and  effective  govern- 
ment regulation  of  railways — if  the  interest  and  dividend 
requirements  imposed  a  lighter  burden.  In  this  sense, 
certainly,  capitalization  may  be  regarded  as  one  of  the 
bases  of  railway  rates  and  fares.  While  capitalization  may 
not  greatly  affect  the  competitive  ratios  and  fares  of  a  par- 
ticular road,  it  does  influence  noncompetitive  rates  and 
thus  the  general  level  of  charges. 

GOVERNMENT  REGULATION  AND  RATE  MAKING 

Practically  all  railway  rates  in  the  United  States  are 
now  fixed  subject  to  the  limitations  imposed  by  two  govern- 
ments, the  State  and  the  Federal.  Government  regulation 
is  thus  a  factor  in  rate  making — and  is,  indeed,  a  force 
of  increasing  influence  upon  actual  railway  charges. 

Each  state  regulates  railway  charges  in  one  or  more  of 
the  following  ways:  (1)  Maximum  rates  and  fares  may  be 
fixed  by  statute.  Such  laws  regarding  freight  rates  are 
comparatively  few,  but  numerous  states  have  enacted  max- 
imum fare  laws.  (2)  A  railroad  commission  may  be  estab- 
lished with  authority  to  prescribe  a  freight  classification 
and  a  general  schedule  of  class  and  commodity  rates.  Sev- 
eral, but  not  most,  states  have  such  laws.  (3)  A  commis- 
sion may  be  created  with  power  to  revise  rates  after  they 
have  been  put  into  force  by  the  carriers.  In  some  instances 
the  commission  may  make  such  revision  of  charges  after 
an  investigation  initiated  by  the  commission  upon  its  own 
motion;  in  other  states,  the  commission  can  revise  rates 
only  upon  complaint  of  some  interested  party.  (4)  In  a 
few  states  there  are  commissions  which  have  the  power 
to  investigate  rates  but  not  to  correct  them.  When  such  a 
commission  finds  any  particular  rates  to  be  extortionate 
or  otherwise  unreasonable,  it  can  only  report  its  findings 
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to  the  Attorney  General  of  the  State,  who  may  institute 
such  legal  proceedings  as  he  may  deem  appropriate. 

By  the  Hepburn  Act  of  1906,  the  Federal  Government 
endowed  the  Interstate  Commerce  Commission  with  power 
to  revise  specific  rates  after  an  investigation  made  upon 
the  complaint  of  an  interested  shipper  or  public  body; 
and  by  the  Mann  Act  of  June  18,  1910,  the  commission 
was  given  authority  to  revise  rates  upon  its  own  initiative. 
The  carriers  make  and  alter  rates  on  interstate  traffic  as 
they  may  think  wise;  and  the  charges  they  decide  upon 
become  effective  thirty  days  after  being  filed  with  the 
Federal  Commission,  unless,  as  the  law  now  provides,  the 
proposed  increase  in  rates  is  suspended  by  the  commission 
pending  an  inquiry  into  the  reasonableness  and  legality  of 
the  proposed  action  of  the  railroads. 

The  upper  limit  of  all  railroad  charges  is  fixed  by  the 
value  of  the  service  to  shippers  and  passengers,  by  what 
the  traffic  will  bear.  To  some  extent,  government  regula- 
tion, also,  decides  what  the  upper  limit  shall  be.  This  is 
the  case  with  ^11  railroad  charges  in  those  states  that  have 
established  statutory  maximum  rates  or  fares  upon  intra- 
state traffic,  or  have  created  commissions  with  power  to 
prescribe  rate  schedules.  In  other  states,  the  railway  com- 
mission may  fix  the  absolute  or  maximum  rates  for  partic- 
ular services.  The  Federal  Commission,  under  the  Hep- 
burn and  Mann  acts,  may  name  the  maxima  for  rates, 
which,  after  investigation,  have  been  found  to  be  unreason- 
able. 

The  enlargement  of  the  powers  of  the  Interstate  Com- 
merce Commission  over  railway  charges  will  lessen  appre- 
ciably corporate  control  and  increase  government  author- 
ity over  rates  and  fares.  Whether  the  policy  of  giving 
such  powers  to  public  commissions  is  wise,  is  a  large  ques- 
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tion  upon  both  sides  of  which  there  ai*e  sincere  and  thought- 
ful men;  but,  unless  there  should  be  a  marked  change  in 
public  opinion  as  to  the  desirability  of  bringing  public 
service  corporations  under  control,  rates  and  fares  must 
in  the  future,  even  more  than  at  the  present  time,  be  based 
upon  provisions  of  statutes  and  the  requirements  of  com- 
mission orders. 
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CHAPTER   XXI 

RATE  MAKING  IN  TRUNK  LINE  AND  CENTRAL  FREIGHT 

ASSOCIATION  TERRITORIES 

Conditions  accounting  for  several  rate  systems  in  the  United  States — 
Territory  of  the  **  trunk  line  rate  system  " — Early  competition 
among  the  trunk  lines — The  trunk  line  rate  situation  in  1874 — 
The  MacGraham  percentage  tariff,  origin  and  definition — Appli- 
cation to  east-bound  and  west-bound  traffic — Limitations  and 
modifications  of  the  percentage  tariff  system — Rates  to  and  from 
New  England — ^The  "  seaboard  differentials  " — ^Rates  between  in- 
termediate points  between  New  York  and  Chicago — ^Adjustment 
of  rates  between  Atlantic  and  Gulf  routes,  and  among  the  several 
Atlantic  ports — Local  rates  within  Central  Freight  Association 
territory,  Trunk  Line  territory,  and  New  England — ^The  princi- 
ples underlying  the  trunk  line  rate  system  and  their  soundness — 
References. 

Having  described  the  oflBcial  machinery  by  which  rates 
are  fixed,  and  having  considered  the  competitive  and  theo- 
retical-factors affecting  them,  it  now  remains  to  explain  in 
this  and  succeeding  chapters  the  leading  rate  systems  or 
structures  that  have  been  evolved  in  different  parts  of  the 
United  States.  It  will  be  seen,  as  the  discussion  proceeds, 
that  rate  making  is  by  no  means  a  simple  problem  in  a 
country  like  the  United  States,  so  extensive  territorially 
as  to  include  a  great  range  of  social  and  economic  condi- 
tions. Rate  structures,  being  the  outgrowth  of  these  con- 
ditions, have  so  many  variations  in  detail  as  to  make  an 
exhaustive  account  of  them  impracticable,  even  in  a  volume 
as  large  as  this;  it  will  be  possible,  however,  to  present 
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the  essential  facts  regarding  the  more  important  rate 
systems. 

The  dissimilar  traffic  conditions  prevailing  in  the  east- 
ern, southern,  trans-Mississippi,  and  western  sections  of  the 
country  have  brought  into  existence  four  leading  rate  sys- 
tems, one  for  each  section ;  while  local  industrial  and  trans- 
portation requirements  have  necessitated  the  adoption  of 
various  rate  making  policies  to  meet  local  needs.  The  vast 
import  and  export  traffic,  moreover,  being  subject  to  the 
competition  peculiar  to  international  trade,  has  required 
American  railways  to  accord  much  of  it  rates  different 
from  and  more  favorable  than  those  given  domestic 
traffic. 

In  the  section  north  of  the  Potomac  and  Ohio  rivers 
and  east  of  the  Mississippi,  industry  is  more  diversified, 
and  economic  competition  is  keener  and  more  varied  than 
in  any  other  part  of  the  United  States.  In  this  region  of 
heaviest  traffic,  the  rivalry  of  railways  with  each  other  and 
with  waterways  is  still  strong,  despite  the  increasing  scope 
and  effectiveness  of  associative  action ;  and  the  problems  of 
making  and  maintaining  rates  still  are,  as  they  long  have 
been,  especially  complicated.  This  possibly  accounts  for 
the  fact  that  the  most  definite  and  stable  of  all  rate  sys- 
tems in  the  United  States  has  been  worked  out  in  Trunk 
Line  and  Central  Freight  Association  territories.  The  very 
necessities  of  the  railroads  have  compelled  them  to  build 
up  and  maintain  a  rate  structure.* 

In  the  section  of  country  under  consideration  in  this 

'  Much  of  the  information  presented  in  this  chapter  is  taken  from 
Prof.  William  Z.  Ripley's  excellent  paper  upon  "The  Trunk  Line  Rate 
System:  A  Distance  Tariff,"  Quarterly  Journal  of  EconomicSf  vol.  xx, 
pp.  183-210,  February,  1906.  Professor  Ripley's  paper  contains  refer- 
ences to  numerous  sources  of  information,  the  more  important  of  which, 
together  with  others,  are  listed  at  the  end  of  the  chapter 
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chapter — New  England,  and  the  states  north  of  the  Potomac 
and  Ohio  rivers,  with  the  exception  of  Wisconsin  and  the 
upper  peninsula  of  Michigan — railway  rates  are  subject  to 
the  Official  Classification  of  freight.  The  section,  as  a 
whole,  is  subdivided  into  three  fairly  distinct  but  closely 
interrelated  traffic  territories:  (1)  New  England;  (2)  the 
region  occupied  by  **  the  trunk  lines  "  between  the  Atlantic 
seaboard  and  New  England  on  the  east  and  a  line  through 
Buffalo,  Erie,  Pittsburg,  Wheeling,  Parkersburg,  and 
Charleston,  West  Virginia,  on  the  west;  and  (3)  the  terri- 
tory of  the  Central  Freight  Association  extending  west  from 
the  line  just  described  to  Lake  Michigan,  and  to  the  Missis- 
sippi River  from  the  Wisconsin-Illinois  boundary-  to  Cairo. 
The  mfijor  part  of  this  chapter  is  concerned  with  a  dis- 
cussion of  the  rates  on  through  traffic  between  these  sec- 
tions. A  brief  statement  is  also  made  regarding  the  local 
rates  within  each  section. 

The  trunk  line  railroaf'j  are  technically  those  in  the 
district  between  New  Tingland  and  the  Central  Freight 
Association;  but,  as  the  trunk  line  companies  now  own 
the  railways  from  the  seaboard  through  to  Chicago  and 
St.  Louis,  it  will  be  permissible  as  well  as  convenient  for 
us  to  apply  the  term  **  trunk  lines  ''  to  the  roads  con- 
necting the  eastern  ports  from  Boston  to  Baltimore  with 
Chicago  and  St.  Louis. 

The  situation  of  uncontrollable  interline  competition 
which  confronted  the  railroads  in  1869,  when  the  New  York 
Central  and  Pennsylvania  Railroad  systems  secured  Chi- 
cago connections,  was  described  in  Chapter  XV,  which  gives 
the  history  of  traffic  associations.  It  was  there  pointed 
out  that  the  entry  of  the  Baltimore  &  Ohio  and  the  Grand 
Trunk  lines  into  that  city  in  1874  made  the  trunk  line 
rate  situation  little  less  than  chaotic.    Had  the  countr:}' 
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been  enjoying  prosperous  times  in  1874,  it  might,  per- 
haps, have  been  possible  for  the  railroads  to  have  estab- 
lished something  approaching  order  in  their  competition 
for  traffic ;  but  the  sevel-e  panic  of  1873  reduced  the  trafl&c 
and  revenues  of  the  contestants  to  such  a  low  point  that 
competition  became  destructive  warfare. 

The  principal  traffic  for  which  the  trunk  lines  were 
fighting  consisted  of  east-bound  shipments  of  grain,  an4 
this  continued  to  be  so  until  about  1880.  This  grain  was 
then  raised  mainly  in  Ohio,  Indiana,  Michigan,  Illinois,  and 
Wisconsin;  and  was  shipped,  for  the  most  part,  from  the 
small  towns  directly  through  to  the  eastern  seaboard,  in- 
stead of  being  brought  together  in  the  elevators  of  the  large 
cities  for  subsequent  transportation  to  the  eastern  part  of 
the  United  States  and  to  Europe.  Thus  the  larger  volume 
of  through  traffic  handled  by  the  trunk  lines  in  the  70 's 
and  80 's  did  not  move  by  well-established  routes  connecting 
large  cities;  it  was  a  scattered  business  for  which  there 
was  a  general  scramble  on  the  part  of  the  railroads  compet- 
ing with  each  other,  and  with  the  carriers  moving  the  traffic 
by  the  Great  Lakes  and  the  Erie  Canal. 

Stated  more  specifically,  there  were  four  elements  dis- 
turbing the  trunk  line  rate  situation  about  1874 : 

(1)  There  was,  first  of  all,  the  competition  between 
the  water  route  via  the  Great  Lakes  and  the  Canal,  and  the 
four  trunk  line  railroads.  As  against  their  waterway  com- 
petitor, the  railroads  had  identical  interests,  it  being  to 
the  advantage  of  each  of  the  four  railways  to  keep  as  much 
traffic  as  possible  from  reaching  the  Great  Lakes. 

(2)  As  the  wheat  belt  spread  westward  and  the  volume 
of  the  traffic  from  the  West  to  Chicago  and  other  ports  of 
Lake  Michigan  became  greater,  it  was  increasingly  difficult 
for  the  lines  eastward  from  Chicago  and  Milwaukee  to 
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hold  the  traffic  against  the  lakes.  Indeed,  such  grain  traffic 
as  the  eastern  lines  secured  from  their  western  connections 
had  to  be  taken  at  through  rates  over  which  the  eastern 
lines  had  comparatively  little  control.  The  lines  west  of 
Chicago  were  fighting  among  each  other  for  business,  and 
frequently  quoted  shippers  specially  low  through  rates  to 
the  East,  knowing  that  the  trunk  lines  could  be  compelled 
to  accept  their  percentage  of  the  through  rate,  whatever 
it  might  be.  If  any  trunk  lines  refused  to  do  this  there 
was  the  possibility  of  turning  over  the  traffic  to  a  lake  line 
during  the  period  of  navigation,  or  of  giving  the  business 
to  some  rival  railroad  should  the  traffic  be  handled  during 
the  time  of  closed  navigation.  Under  these  conditions  the 
weaker  or  longer  trunk  line  railroads  would  be  sure  to 
make  such  cuts  in  rates  as  were  deemed  necessary  to  hold, 
against  their  more  favorably  located  competitors,  the  ton- 
nage obtainable  from  the  western  connections.  It  was  the 
competition  of  the  western  lines  as  well  as  the  rivalry  of 
the  trunk  lines  that  made  it  so  difficult  for  the  latter  to 
agree  upon  competitive  rates,  or  to  eifect  an  equitabls 
division  of  the  traffic. 

(3)  In  the  70 's  and  80 's  the  trunk  lines  from  Chicago 
to  the  East  had  few  feeders  in  the  Central  Traffic  Ter- 

» 

ritory  and  were  obliged  to  secure  a  large  part  of  their 
business  from  the  local  cross-line  railroads  in  the  states 
north  of  the  Ohio  River.  Most  of  these  cross  lines  had  been 
constructed  by  local  capital  for  the  purpose  of  building 
up  the  trade  of  cities  situated  on  Lake  Erie  or  on  the  Ohio 
River.  The  local  roads  were  at  first  quite  as  much  inter- 
ested in  taking  traffic  to  the  waterways  as  in  turning  it  over 
to  the  trunk  line  railroads.  There  was  thus  the  conflict 
between  the  trunk  lines  and  the  cross  lines  instead  of  the 
two  beintr  worked  together,  as  at  the  present  time,  to  bring 
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about  the  economical  handling  of  traffic  through  to  eastern 
termini. 

(4)  The  railroads,  in  order  to  hold  traffic  against  the 
direct  route  eastward  by  the  Great  Lakes  and  the  Erie 
Canal,  and  by  the  roundabout  waterway  down  the  Ohio 
and  Mississippi  and  oh  by  ocean  to  Europe  or  the  eastern 
part  of  the  United  States,  had  to  vary  the  rail  charges  to 
correspond  with  the  constantly  fluctuating  rates  offered  by 
the  water  carriers.  The  effect  of  this  was  to  disturb  the 
adjustment  of  the  through  rates.  As  Professor  Ripley 
states,  **  some  device  for  the  coordination  of  the  through 
and  local  rates— or,  as  one  might  put  it,  for  the  distribu- 
tion of  the  localized  shock  of  water  rate  changes — ^was  im- 
peratively necessary."  The  system  of  rates  about  to  be 
described  accomplished  this  perfectly. 

The  efforts  made  by  the  trunk  line  railroads  between 
1869  and  1876  to  deal  with  the  situation  thus  outlined  were 
unavailing.  The  failure  of  the  Saratoga  conference  and 
of  the  rate  agreements  has  already  been  referred  to.  It 
was  evident  that  the  carriers  must  all  adopt  the  same  gen- 
eral system  of  rate  making  and  must  associate  for  the  pur- 
pose of  sustaining  their  rate  structures.  What  was  done 
was  to  make  the  rate  between  New  York  and  Chicago  th6 
basis  and  to  make  the  rates  to  and  from  other  places — 
New  York-Indianapolis,  for  instance — a  percentage  of  the 
base  rate. 

The  credit  of  devising  this  percentage  tariff  system  is 
given  to  a  Pennsylvania  Railroad  rate  clerk  by  the  name  of 
MacQraham,  after  whom  it  is  called  the  MacGraham  Sys- 
tem,^ and  the  scheme  of  rate  making  is  said  to  have  origi- 
nated in  1876,  when  it  was  generally  applied  on  east-bound 

'  See  Williain  Z.  Ripley,  "Railway  Problems,"  p.  314. 
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trafiSc  from  Chicago  and  the  territory  north  of  the  Ohio 
to  the  Atlantic  seaboard.  It  is  probable,  however,  that  the 
practice  of  granting  places  rates  that  were  percentages  of 
the  New  York-Chicago  rates  grew  up  gradually,  and  that 
the  percentages  were  first  applied  on  particular  west-bound 
shipments  to  certain  cities. 

Mr.  C.  C.  McCain,  the  Chairman  of  the  Trunk  Line 
Association,  says  regarding  the  origin  of  the  percentage 
tariff  system :  ^ 

**  Our  records  appear  to  indicate  that  the  MacGraham 
table  of  percentages  for  determining  west-bound  rates  was 
first  applied  by  the  Trunk  Lines  on  December  15,  1871.  At 
this  time  the  percentage  prescribed  for  constructing  Peoria 
rates  was  112  per  cent  of  the  New  York-Chicago  rate.  We 
find  this  percentage  was  applied  to  articles  which  were 
assigned  a  special  rate,  such  as  sugar,  coffee,  and  molasses. 

**  While  percentages  were  also  at  the  same  time  pre- 
scribed for  constructing  the  St.  Louis  rate,  it  is  not  clear 
that  these  percentages  applied  generally,  as  the  rates  cannot 
be  computed  on  that  basis,  but  I  feel  that  as  far  back  as 
1870  the  percentage  basis  was  applied  when  commodity 
rates  existed  to  a  greater  or  less  degree,  the  general  scheme 
being  varied  from  to  determine  particular  rates  to  par- 
ticular places,  such  as  St.  Louis  and  Cincinnati. 

**  We  personally  know  that  since  1877  a  percentage 
scale,  either  the  MacGraham  table  or  a  revision  thereof, 
was  generally  applied  to  west-bound  class  rates,  and  also  to 
any  commodities  which  may  have  been  established.'' 

The  ]Mac(jraham  plan  was  to  make  the  rate  from  Chi- 
cago to  New  York  the  basis.  The  distance  from  Chicago 
to  New  York  by  the  shortest  **  worked  or  workable  ''  route 

>  From  a  letter  written,  under  date  of  March  25, 1910,  by  Mr.  McCain 
to  Mr.  Robert  C.  Wright. 
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was  920  miles;  thus  the  rate  to  New  York  from  any  other 
place  than  Chicago  was  to  be  determined  by  the  ratio  of 
the  distances  of  that  place  and  of  Chicago  from  New  York. 
For  example,  the  distance  from  Chicago  to  New  York  being 
920  miles,  a  place  in  Michigan  or  Ohio  690  miles  from 
New  York  would  always  have  a  rate  of  seventy-five  per 
cent  of  the  Chicago-New  York  charge — ^whatever  the  base 
rate  might  be.  Points  equally  distant  from  New  York 
would  have  the  same  rate.  Places  in  Illinois  and  southern 
Indiana  more  than  920  miles  from  New  York  would  pay 
the  proper  percentage  above  the  Chicago-New  York  base — 
the  rate  for  a  place  1,035  miles  from  New  York  being  112^ 
per  cent  of  the  charge  from  Chicago. 

The  MacGraham  rate  system,  as  adopted  by  the  car- 
riers generally  on  their  east-bound  traffic  in  1876,  was  a 
simple  distance  tariff;  but  it  was  found  desirable  after 
three  years  to  modify  the  plan  to  the  extent  of  applying 
the  distance  ratio  only  to  the  part  of  the  rate  that  covers 
the  charge  for  line  or  movement  services,  and  not  to  the 
charges  made  for  terminal  services.  Every  railway  rate 
must  remunerate  the  carriers  for  the  expenses  incurred  in 
handling  traffic  at  terminals  and  in  moving  it  between 
termini.  It  is  only  line  costs  that  are  affected  by  distance, 
apd  this  fact  was  recognized  in  the  MacGraham  trunk  line 
tariff,  as  modified  in  1879  and  now  in  force.  In  the  revised 
system  the  base  rate  from  Chicago  to  New  York  was  as- 
sumed to  be  twenty-five  cents  a  hundred,  and  tvom  this 
assumed  rate  six  cents  were  deducted  to  cover  the  expenses 
of  handling  the  traffic  at  the  two  termini,  leaving  nineteen 
cents  for  the  line  portion  of  the  charp:e.  Nineteen  cents 
divided  by  920  gives  the  charge  per  mile  0.0206  cents  for 
haulage  from  Chicago  to  New  York.  For  a  place  like  In- 
(lijLnapolis,  833  miles  from  New  York,  the  line  charge  would 
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be  17.2  cents  (00.0206  cents  X  833) .  This  amount  plus 
the  six  cent  terminal  arbitrary  makes  an  assumed  rate  for 
Indianapolis  of  23.2  cents,  which  is  ninety-three  per  cent 
of  twenty-five  cents,  the  assumed  rate  from  Chicago  to 
New  York.  In  this  manner  Indianapolis  was  accorded  a 
rate  of  ninety-three  per  cent  of  the  rate  from  Chicago  to 
New  York,  whatever  that  rate  may  be;  and  other  places 
were  granted  rate  percentages  calculated  by  the  same 
method.* 

''For  Illustration: 

Chicago  to  New  York,  per  100  pounds 25c. 

Less  fixed  charges,  per  100  pounds 6c. 

Basis  of  rate  for  comoutation 19c. 

Columbus,  Ohio,  as  at  present  70  per  cent,  of  Chicago 

net  rate,  will  be. 13.3c. 

To  which  add  the  fixed  charges. .  ^ 6c. 

19.3c. 

And  the  new  percentage  from  Columbus  will  hereafter  be 
77-fs  per  cent,  of  Chicago,  in  lieu  of 
70  per  cent,  as  at  present." 

For  example,  Columbus,  Ohio,  took  77  per  cent  of  the 
Chicago-New  York  rate;  Cincinnati,  87  per  cent;  Detroit, 
81 J  per  cent;  Peoria,  110  per  cent,  and  Cairo,  120  per 
cent. 

'  The  Joint  Executive  Committee  of  the  Trunk  Line  and  Central 
Traffic  Associations  adopted  this  modified  method  of  determining  the 
rate  percentages  at  a  session  held  on  June  12th  and  13th,  1879,  when  the 
following  rules  were  adopted : 

"  First:  That  from  all  points  being  less  distant  from  New  York  than 
Chicago  new  percentages  be  adopted  for  making  up  rates  on  east4x>und 
freight  upon  the  following  basis:  the  percentages  from  points  of  the 
same,  or  no  greater  distance  than  Chicago,  to  continue  as  heretofore. 

''Second:  That  six  cents  per  100  pounds  be  first  deducted  from  an 
assumed  rate  of  25  cents  per  100  pounds,  Chicago  to  New  York,  said 
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This  percentage  distance  tariff  system  was  first  applied 
generally  to  east-bound  shipments,  apparently  because  west- 
bound tonnage  was  relatively  small,  and  the  rates  were 
lower  than  those  on  east-bound  business — but  the  system 
worked  so  well  that  it  was  adopted  the  following  year 
(1877)  on  traffic  toward  the  West.  The  west-bound  per- 
centages, however,  were  in  many  instances  different  from 
those  east-bound ;  but  the  number  of  variations  was  reduced 
after  the  enactment  of  the  Interstate  Commerce  Law  in 
1887.  At  the  present  time  the  percentages  are  practically 
the  same  each  way. 

In  order  to  understand  correctly  the  tariff  gfystem,  just 
described,  it  is  necessary  to  keep  in  mind  several  important 
limitations  and  modifications.  The  scheme  of  rate  making 
was  by  no  means  so  simple  as  the  above  general  description 
would  imply. 

The  tariff  system  was  limited  to  rates  from  those  points 
where  there  were  two  or  more  competing  railway  lines. 
When  first  worked  out  as  a  general  scheme,  the  rates  were 
based  upon  **  a  table  of  percentages  for  computing  rates 
from  western  competing  points  to  New  York,"  and  later, 
as  has  already  been  stated,  the  same  system  of  rate  making 
was  applied  to  all  west-bound  traffic  from  eastern  compet- 

deduction  to  represent  the  fixed  charges  at  both  ends  of  long  or  short 
hauls. 

"Third:  That,  after  such  deduction,  the  rate  per  mile,  which  the 
remainder,  or  19  cents  per  100  pounds,  produces  from  Chicago  to  New 
York,  shall  be  charged  per  mile  from  all  common  points  named  in  the 
first  section,  according  to  the  percentages  of  distance  shown  by  the 
table  adopted  at  Chicago,  April  13,  1876,  to  which  result  so  computed 
the  six  cents  per  100  pounds  of  fixed  charges  firnt  above  deducted  shall 
be  again  added,  and  the  percentage  of  the  Chicago  rate  of  25  cents, 
produced  by  such  additions,  shall  thereafter  constitute  the  percentage 
of  the  Chicago  rate,  which  shall  be  subsequently  charged  from  the 
points  named  in  first  section/' 
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ing  points  to  places  in  the  West,  between  Pittsburg  and 
the  Mississippi  River.  Shipments  from  local  stations  paid 
a  rate  equal  to  the  sum  of  an  **  arbitrary  "  from  the  local 
station  to  the  nearest  common  point  plus  the  percentage 
rate  from  that  point  to  destination ;  the  arbitrary  might  be 
equal  to  or  less  than  the  local  rate  to  the  common  point, 
but  could  not  exceed  that  charge.  After  the  enactment  of 
the  Interstate  Commerce  Act,  the  rates  from  both  local  and 
common  points  were  so  adjusted  as  to  obviate  all  violations 
of  the  long-and-short-haul  clause. 

Another  limiting  fact  regarding  the  rate  system  was 
that  the  percentages  applicable  from  the  various  competing 
points  established  **  the  minimum  basis  for  computing  rates 
from  the  points  named. '*  Any  carriers  might  make  their 
rates  '*  upon  a  higher  basis  from  any  point  by  agreement 
with  the  initial  line  interested.*'  Many  tariffs  name  the 
percentages  upon  which  the  rates  are  computed.  The  sys- 
tem was  approved  by  the  Interstate  Commerce  Commission 
in  1904. 

The  percentage  tariff  system,  strictly  applied,  would 
give  every  competing  point  its  exact  percentage  of  the 
Chicago-New  York  rate,  and  thus  a  graphic  representation 
of  the  rates  in  the  region  between  IMttsburg  and  the  Missis- 
sippi River  would  show  a  succession  of  narrow  concentric 
rate  zones — the  rates  increasing  from  sixty  per  cent  of  the 
Chicago-New  York  rates  at  Pittsburg  to  122  per  cent  along 
the  Mississippi  above  St.  Louis;  but,  as  the  accompanying 
outline  map  show\s,  the  railways  have  found  it  necessary 
to  make  numerous  modifications  of  the  mathematically  ex- 
act percentages  in  adjusting  the  rates  to  business  condi- 
tions. This  distance  tariff  took  the  place  of  rates  made 
with  little  regard  to  length  of  haul ;  and,  of  course,  strong 
pressure  was  put  upon  the  trunk  line  railroads  by  tlie  cross 
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line  railways,  by  shippers,  and  by  cities  to  secure  favoring 
exceptions  from  the  distance  percentages.  On  the  whole, 
it  is  surprising  that  the  percentage  or  distance  system  of 
rates  was  maintained  by  the  carriers  with  as  few  modifica- 
tions as  were  made.  Indeed,  the  rate  structure  would  prob- 
ably have  been  overthrown  had  not  the  carriers  been  so 
wise  as  to  insist  rigidly  upon  observing  the  principle  of 
not  charging  more  for  a  short  than  for  a  long  haul.  In 
all  modifications  and  adjustments  of  the  percentages,  the 
long-and-short-haul  principle — that  of  making  distance  the 
controlling  factor — has  been  generally  adhered  to. 

Deviations  from  the  exact  percentages  have  been  due 
mainly  to  three  causes:  (1)  Interrailway  competition  at 
junction  points;  (2)  the  necessity  of  keeping  each  north 
and  south  cross-line  railway  as  nearly  as  possible  within 
one  rate  zone;  (3)  the  trade  rivalries  of  the  large  centers 
of  production  in  the  central  West. 

The  condensed  map  of  the  rate  percentages  shows  the 
percentage  zones  to  be  broadly  concentric  with  reference  to 
New  York  as  a  center,  but  to  be  of  uneven  width  and  to 
have  surprisingly  irregular  boundaries.  It  is  impossible,  on 
a  small  map,  to  show  all  the  percentage  zones — ^to  indicate 
the  rate  percentage  bafiis  to  every  place — and  it  has  been 
necessary  to  include  in  some  of  the  subdivisions  of  the 
map  the  places  having  rate  percentages  within  a  desig- 
nated range,  as,  for  instance,  71-75  per  cent.  In  four 
of  the  indicated  zones — ^the  60,  66^,  100,  and  110  per 
cent  zones — the  percentage  given  applies  throughout  the 
zone. 

The  influence  of  interrailway  competition  at  the  chief 
traffic  centers  upon  the  boundaries  of  the  percentage  zones 
is  clearly  discernible.  It  will  be  seen  that  the  zone  boun- 
daries are  so  located  as  usually  to  run  just  west  of  the  large 
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cities  and  chief  centers  of  railway  competition,  such,  for 
instance,  as  Cleveland,  Detroit,  Cincinnati,  Fort  Y7ayne, 
Indianapolis,  Peoria,  etc.  In  the  case  of  nearly  every  place 
where  there  is  strong  competition  the  western  boundary  of 
a  rate  zone  has  been  deflected  westw^ard  so  as  to  give  the 
competitive  center  the  lower  rate  prevailing  throughout 
the  zone  lying  to  the  east.  A  notable  instance  is  afforded 
by  Newark,  Ohio,  where  the  Pennsylvania  and  Baltimore 
&  Ohio  cross.  Another  illustration  of  this  is  showTi  by 
Indianapolis,  which  comes  within  the  92-95  per  cent  zone, 
the  western  boundary  of  which  curves  well  to  the  west  in 
order  to  include  that  citv.  It  will  be  noted  that  the  92-95 
per  cent  zone  is  carried  across  the  96-97  per  cent  zone 
which  is  thus  divided  into  two  parts. 

The  effect  of  the  centers  of  exceptional  competition  in 
depressing  the  rates  is  offset  by  extending  the  rate  zones 
eastward  in  districts  where  there  is  slight  competition. 
This  is  w^ell  illustrated  by  the  width  of  the  zones  along 
the  Ohio  River,  where  the  interrailway  competition  is  less 
intense  than  it  is  farther  north.  The  eighty-seven  per  cent 
zone  extends  from  Cincinnati  almost  to  Parkersburg;  while 
•  Louisville  gets  as  low  a  rate  as  places  a  short  distance  west 
of  Cincinnati. 

The  second  modifying  influence  upon  the  boundaries 
of  the  percentage  zones  is  the  necessity  of  keeping  each 
cross-line  railroad  either  within  one  or  within  as  few  zones 
as  possible.  As  the  map  indicates,  the  zone  boundaries 
in  several  cases  run  parallel  with  and  just  west  of  an  im- 
portant north  and  south  railroad.  The  western  boundary 
of  the  110  per  cent  zone  parallels  the  Peoria,  Decatur,  and 
Evansvillc;  in  the  100  per  cent  zone  the  western  margin 
is  close  to  the  Illinois  Central  for  a  short  distance  out  of 
Chicago,  then  runs  close  to  the  Chicago  and  eastern  Illinois 
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to  Terre  Haute  aiid  farther  south  alon^  the  Terre  Haute 
and  Evansville.     Other  instances  might  be  cited. 

A  cross  line  must,  as  far  as  possible,  be  kept  within  one 
zone  in  order  that  it  may  prorate  through  traffic  under 
like  terms  at  its  points  of  junction  with  the  east  and  west 
trunk  lines.  A  north  and  south  line  must  be  in  position, 
as  Professor  Ripley  states,  to  take  traffic  **  coming  in  from 
the  East  at  the  north  and  worked  south,  or  coming  in  from 
the  East  at  the  south  and  worked  north. ' '  The  reason  why 
the  100  per  cent  zone  was  carried  east  to  Indianapolis  was 
to  bring  the  Monon  within  a  common  rate  zone,  and  make 
it  possible  for  that  road  to  **  work  its  line  profitably  in 
both  directions.'' 

The  other  force  requiring  the  railroads  to  modify  rate 
percentages — competition  of  rival  centers  of  production — 
has  operated  constantly;  and  has,  from  time  to  time, 
brought  about  minor  changes  in  the  percentages  allotted 
to  various  cities.  Until  recently,  for  instance,  on  east- 
bound  traffic  Evansville,  Ind.,  was  in  the  110  per  cent  zone, 
and  Vincennes  in  the  108  per  cent  belt ;  but  at  the  present 
time  Evansville  has  105  per  cent  and  Vincennes  103  per 
cent.  Grand  Rapids,  Mich.,  has  succeeded  in  bringing  her 
percentage  down  from  100  to  96;  at  different  times  Detroit 
has  been  given  81J,  75J,  and  78  per  cent.  The  change  in 
percentages  has  not  always  been  downward,  although  the 
modifications  are  usually  in  that  direction.  The  industrial 
development  of  the  central  West  necessitates  these  modifi- 
cations in  percentages  in  order  to  keep  the  rates  adjusted 
in  accordance  with  changing  economic  conditions.  Ex- 
perience has  shown,  however,  that  the  necessary  altera- 
tions in  percentages  have  been  relatively  slight. 

The  adjustment  of  rates  on  traffic  east  and  west  bound 
between  New  England  and  the  central  West  is  such  as  to 

397 


FREIGHT  CLASSIFICATION  AND   RATES 

promote  New  England's  manufacturing  activity  as  much 
as  possible.  The  ratie  from  any  particular  point  in  Central 
Freight  Association  territory  is  generally  the  same  to  any 
part  of  New  England,  and  is  a  fixed  differential — from 
seven  to  two  cents  a  hundred  x)ounds,  according  to  the  class 
of  freight — above  the  charge  to  New  York.  All  places  in 
New  England  can  secure  foods  and  the  materials  of  indus- 
try under  equal  conditions,  as  far  as  rail  rates  are  con- 
cerned. On  traffic  outbound  from  New  England  to  Cleve- 
land and  points  west  thereof  the  rate  is  not  only  the  same 
from  all  parts  of  New  England,  but  also  the  same  as  from 
New  York;  New  England  is  **  blanketed  "  by  a  common 
rate  which  is  that  of  New  York. 

In  discussing  freight  traffic  associations  an  account  has 
been  given  of  the  struggle  of  Boston,  New  York,  Philadel- 
phia, and  Baltimore  over  the  question  of  differential  rates 
on  traffic  to  and  from  the  West.  This  conflict  began  as  soon 
as  the  trunk  lines  commenced  to  bid  against  each  other  for 
traffic  at  Chicago;  and  the  competition  was  waged  most 
fiercely  for  control  of  traffic  which  has  always  been  moved 
at  commodity  rates.  The  Grand  Trunk  was  interested  in 
Montreal  directly  and  Boston  indirectly,  the  New  York 
Central  and  Erie  in  New  York,  the  Pennsylvania  Railroad 
in  Philadelphia,  and  the  Baltimore  &  Ohio  in  Baltimore. 
It  was  evident  that  the  ^MacGrahaih  distance  tariff  would 
help  the  New  York  Central  and  to  a  less  extent  the  Penn- 
sylvania Railroad  to  hold  tonnage  against  lake  competition. 
The  Baltimore  &  Ohio  line,  however,  was  located  so  far 
from  the  lakes,  through  most  of  its  route,  as  to  be  less 
affected  by  the  competition  of  the  water  carriers.  What 
the  Baltimore  &  Ohio  especially  wished  was  a  rate  to  and 
from  Baltimore  appreciably  lower  than  that  prevailing  to 
and  from  New  York.    The  Pennsylvania  Railroad  desired 
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to  secure  for  Philadelphia  a  substantial  differential  under 
New  York.  Out  of  this  situation  were  evolved  at  the  same 
time  both  the  seaboard  differentials  and  the  distance  tariff 
system. 

The  adjustment  of  differentials  agreed  upon  in  1879  was 
as  follows:  *^  To  Boston  and  to  points  taking  Boston  rates 
add  5  cents  to  the  rates  to  New  York;  to  Philadelphia 
and  points  taking  Philadelphia  rates  deduct  2  cents  per 
hundred  pounds  from  the  rates  to  New  York ;  and  to  Balti- 
more and  points  taking  Baltimore  rates  deduct  3  cents  per 
hundred  pounds  from  the  rates  to  New  York.*'  These 
were  fixed  differentials,  the  same  for  all  classes  and  com- 
modities. On  export  traffic  Boston  had  the  same  rates  as 
New  York. 

Since  the  last  adjustment  of  the  east-bound  seaboard 
differentials  by  the  Interstate  Commerce  Commission  the 
rates  have  been  as  follows :  ^ 

**  Rates  on  freight  articles  from  the  West  to  Baltimore, 
Philadelphia,  and  Boston  are  adjusted  according  to  the  fol- 
lowing differentials  above  or  below  New  York:  Domestic 
traffic,  3  cents  less  to  Baltimore  and  2  cents  less  to  Phila^ 
delphia;  7  cents,  first  class,  to  2  cents,  sixth  class,  more  to 
Boston.  Export  traffic,  same  as  domestic  traffic  to  Balti- 
more and  Philadelphia,  except  on  grain  and  iron  and  steel 
articles,  which  is  Ij^  cents  less  to  Baltimore  and  1  ceut  less 
to  Philadelphia ;  same  rates  to  Boston  as  New  York  on  this 
traffic/'  On  flour  Philadelphia  has  1  cent  and  Baltimore 
2  cents  under  New* York;  and  on  ex-lake  grain  from  Buf- 
falo and  Erie,  Philadelphia  and  Baltimore  have  a  common 
differential  of  1%  of  a  cent  per  bushel  on  wheat,  rye  and 

'  Report  and  Opinion  of  the  Interstate  Commerce  Commission  in  the 
Matter  of  Differential  Freight  Rates  to  and  from  North  Atlantic  Ports. 
rww^ed  April  27, 1905.     XI  I.  C.  C.  Repe.  (1906),  13-81. 
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corn,  and  ^  of  a  cent  per  bushel  on  barley  and  oats  under 
New  York. 

On  west-bound  traffic  there  has  been  no  distinction  be- 
tween imports  and  goods  of  domestic  origin  in  the  differ- 
entials from  the  seaboard  cities  other  than  Boston.  Prior 
to  1909  for  more  than  thirty  years  Boston  had  had  the 
same  rates  as  New  York  to  Chicago  and  the  central  West; 
and  for  some  time  the  Philadelphia  differentials  under  New 
York  on  the  several  classes  had  been  6,  6,  2,  2,  2,  2  cents  per 
hundred  pounds  and  those  for  Baltimore  8,  8,  3,  3,  3,  3 
cents.  On  the  1st  of  January-,  1909,  the  lines  from  Boston 
lowered  their  west-bound  rates  to  the  Baltimore  basis, 
whereupon  there  ensued  a  serious  controversy  among  the 
trunk  lines  and  among  the  commercial  organizations  of 
Boston,  New  York,  Philadelphia,  and  Baltimore.  On  May 
10,  1910,  the  Interstate  Commerce  Commission,  upon  re- 
quest of  interested  parties,  made  a  temporary  rule,  pending 
investigation,  that  the  import  ratas  should  be  the  same  from 
Boston,  Baltimore,  and  Philadelphia.  See  Chapter  XXV, 
page  499. 

When  goods  are  shipped  west  from  the  eastern  seaboard 
cities  by  a  combined  ocean-and-rail  route  or  by  an  all-rail 
Canadian  route,  the  rates  are  less  than  by  the  direct  all-rail 
lines  by  differentials,  which  vary  with  the  different  routes, 
being  greatest  for  the  most  circuitous  linos.  The  higher 
classes  of  freight  naturally  have  larger  difTorentials  than 
the  lower  classes. 

Thus  far  the  discussion  has  related  to  rates  on  rail  traf- 
fic moved  in  both  directions  between  points  in  the  central 
West  anc\  New  York  and  other  Atlantic  seaboard  cities. 
The  percentage  system,  however,  applied  to  traffic,  both 
east-bound'  and  west-bound,  between  any  competing  point  in 
the  central  West  and  any  competing  point  in  the  territory 
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east  of  Buffalo  and  Pittsburg.  The  rate  from  Columbus, 
Ohio,  to  Albany,  N.  Y.,  for  example,  was  determined  by 
multiplying  the  Columbus-New  York  percentage  (77)  of 
the  Chicago-New  York  basis  by  the  ratio  of  the  Columbus- 
Albany  distance  to  the  Columbus-New  York  distance.  The 
rate  from  Columbus  to  Albany  was  96  per  cent  of  the 
Columbus-New  York  rate;  from  Columbus  to  Syracuse,  76 
per  cent ;  and  to  Utica,  87  per  cent  of  the  rate  from  Colum- 
bus to  New  York. 

The  rate  percentages  for  traflSc  between  places  interme- 
diate between  Chicago  and  New  York  apply  to  relatively 
wide  districts  instead  of  being  different  for  each  place  or 
for  small  sections.  For  example,  all  points  in  the  central 
West  from  which  the  rates  to  New  York  are  72  to  78  per 
cent  of  the  Chicago-New  York  charge  have  an  identical 
percentage  to  Albany  and  Albany  common  points. 

The  rates  to  the  North  Atlantic  seaports  on  export  traffic 
from  St.  Louis,  from  other  more  northerly  ^lississippi  River 
crossings  and  from  the  region  west  of  the  Mississippi  are 
affected  by  the  competition  of  the  railroads  to  the  Gulf 
with  those  running  east  and  west.  This  is  also  true,  to 
aome  extent,  as  regards  commodities  of  domestic  consump- 
tion when  handled  in  bulk.  Formerly  it  was  the  steam- 
boats on  the  Ohio,  Mississippi,  and  Missouri  rivers  with 
which  the  railroads  to  the  Atlantic  had  to  reckon ;  but  now 
the  problem  is  to  harmonize  the  rival  interests  of  the  rail- 
road lines  leading  east  and  south  from  St.  Louis  and  points 
to  the  North  and  West. 

Still  more  difficult  rate  problems  are  met  with  in  adjust- 
ing the  relative  charges  by  way  of  the  many  east  and  west 
lines  or  routes  over  which  traflSc  may  move.  There  are, 
first,  the  all-water  routes  by  the  Great  Lakes  and  the  St. 
Lawrence  and  the  lakes  and  the  Erie  Canal;  second,  thQ 
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all-rail  lines,  of  which  there  are  two  classes — ^the  more 
direct  or  **  standard  ''  lines  and  the  longer  or  **  diflferen- 
tial  "  roads;  third,  the  lake-and-rail  lines,  both  **  stand- 
ard "  and  **  diflferential  *';  and,  fourth,  there  are  the  ocean- 
and-rail  routes  taken  by  traffic  starting  from  Boston,  New 
York,  or  Philadelphia  by  sea  for  Baltimore,  Newport  News, 
and  Norfolk  for  transshipment  by  rail.  Goods  are  also  sent 
from  New  York  to  New  London  by  water  and  then  taken 
west  via  Canada,  either  by  rail  to  destination  or  by  rail  to 
Depot  Harbor,  on  Georgian  Bay,  and  thence  by  the  lakes. 
Over  these  various  routes  and  their  numerous  variants, 
traffic  is  regularly  handled  by  aggressive  fast  freight  lines 
at  rates  that  have  been  adjusted  to  meet  the  conditions  of 
competition. 

The  rates  in  cents  on  classified  trafiic  from  New  York  to 
Chicago  by  way  of  the  lakes  are  as  follows : 


1 

62 
52 
42 

2 

54 
46 
38 

3 

41 
35 
29 

4 

30 
26 
22 

5 

25 
22 
19 

6 

Standard  Rail  and  Lake 

21 

Differential  Rail  and  I^ake 

19 

Canal  and  I^ake 

17 

The  rate  on  first-class  traffic  from  New  York  to  Chicago 
by  a  standard  rail  line  is  75  cents;  by  differential  rail,  69 
cents ;  and  by  ocean  and  rail,  65  cents.  The  rates  on  flour 
from  Chicago  to  New  York  are  2  cents  less  by  lake-and-rail 
than  by  all-rail  lines,  while  the  charge  on  sugar  from  New 
York  to  Chicago  is  three  cents  higher  all  rail  than  via  rail 
and  lake. 

Mr.  Walter  Thayer,  Assistant  General  Freight  Agent  of 
the  Pennsylvania  Railroad  Company,  illustrated  the  adjust- 
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mcnt  of  rates  among  the  various  east  and  west  routes,  in 
1908,  by  stating  that ''  during  the  season  of  open  navigation 
a  shipper  in  New  York  who  wishes  to  forward  a  hundred- 
pound  case  of  blankets  (first-class  goods)  to  Chicago  has, 
among  others,  a  choice  of  the  following  routes,  in  connec- 
tion with  each  of  which  the  charge  would  be,  in  cents,  the 
amount  mentioned:  Standard  all  rail,  75  cents;  differen- 
tial rail,  69  cents;  ocean  and  rail,  65  cents;  standard  lake, 
62  cents ;  differential  lake,  52  cents ;  and  canal  and  lake,  42 
cents.''  * 

Thus  far  the  rates  considered  have  been  those  on  the 
traffic  moved,  east-  and  west-bound,  between  the  central 
West  and  the  eastern  seaboard  states.  It  remains  to  speak 
briefly  of  railway  charges  on  freight  handled  within  the 
Central  Freight  Association  territory,  within  the  section 
served  by  the  Eastern  trunk  lines,  and  within  New  England. 
The  percentage  tariff  system  applies  only  to  the  through 
business  between  the  East  and  West,  and  not  to  the  ship- 
ments from  one  point  to  another  within  one  section.  Local 
rates  are,  for  the  most  part,  distance  tariffs,  although  the 
charges  do  not  vary  strictly  in  accordance  with  distance. 
Competitive  conditions  cause  certain  places,  notably  New 
York,  to  receive  lower  rates  per  ton  per  mile  than  are  given 
other  points.  This  is  especially  true  of  such  commodities  as 
cement,  coal,  and  heavy  iron.  The  long-and-short-haul  prin- 
ciple, however,  is  generally  adhered  to. 

In  the  territory  of  the  Central  Freight  Association  dis- 
tance tariffs  generally  prevail  for  hauls  up  to  about  sev- 
enty-five miles  in  length,  with  a  decreasing  rate  per  ton  per 
mile  for  longer  distances.  Each  railroad  company  works 
out  its  own  rates,  harmony  of  action  being  secured  through 

'  "Transportation  on  the  Great  Lakes."   Annals  of  American  Acad- 
emy  of  Political  and  Social  Science ^  vol.  xxxi,  p.  135,  Jan.,  190S. 
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the  Central  Freight  Association,  of  which  all  the  railways 
are  members.  Certain  rates  made  by  the  individual  mem- 
bers are  compiled  by  the  association  and  filed  with  the  In- 
terstate Commerce  Commission  as  the  Central  Freight 
Association  tariff.  This  is  a  tariff  of  minimum,  not  of  ab- 
solute rates,  and  names  the  scale  of  charges  below  which  rates 
will  not  be  reduced  by  any  individual  company.  Actual 
charges  often  rise  above  the  minima  named  in  the  tariff. 

No  account  need  be  given  of  the  schedules  of  maximum 
rates  made  long  since  by  the  Legislature  of  Ohio  or  the 
Railway  Commission  of  Illinois.  The  railroad  companies 
have  to  fix  their  charges  in  conformity  with  the  tariffs  pro- 
mulgated by  the  states,  but  the  actual  rates  usually  range 
below  the  government  requirements,  and  are  thus  not 
greatly  affected  by  state  action. 

Local  rates  within  the  Central  Freight  Association  ter- 
ritory are  in  many  instances  influenced  by  the  percentage 
tariffs  applying  on  through  traffic  between  the  central  West 
and  the  East.  For  instance,  the  rates  from  Chicago  to 
Toledo  (234  miles),  to  Detroit  (272  miles),  and  to  Port 
Huron  (325  miles),  are  the  same,  because  Toledo,  Detroit, 
and  Port  Huron  have  the  same  percentage  of  the  Chicago- 
New  York  rate. 

The  rates  within  the  trunk  line  territory,  between  the 
Buffalo-Erie-Pitteburg-Wheeling  line  and  New  England, 
are  distance  tariffs,  modified  in  many  ways  to  meet  the 
requirements  of  competition.  The  adjustments  necessary 
to  maintain  harmony  among  the  numerous  lines  are  made 
mainly  through  the  medium  of  the  Trunk  Line  Association 
and  the  Middle  States  Freight  Association,  the  latter  organ- 
ization being  especially  concerned  with  the  local  traffic 
within  the  Middle  States  and  from  that  section  to  New 
England. 
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Within  New  England,  likewise,  local  distance  tariffs, 
prevail;  and  the  long-and-short-haul  rule  is  observed,  with 
the  exception  of  a  few  points  along  the  coast  where  the 
railways  have  to  meet  the  competition  of  the  coastwise 
steamship  lines.  The  railroads  are  obliged  to  meet  the 
especially  low  rates  by  water  between  Boston  and  Portland, 
for  instance;  but  the  rail  rates  from  Baston  to  a  place  a 
short  distance  south  of  Portland  are  higher  than  the 
through  charges.  However,  the  effect  of  water  competition 
upon  rail  rates  in  New  England  is  not  widely  influential, 
as  is  the  case  in  the  Southern  States,  whose  rate  structure  is 
explained  in  the  following  chapter. 

The  details  regarding  rate  making  in  the  northeastern 
part  of  the  United  States  have  been  omitted  from  this  dis- 
cussion with  the  hope  of  making  clear  the  controlling  prin- 
ciples. In  no  other  section  of  the  country  is  the  rate 
system  so  complicated;  but  one  may  say  with  equal  cer- 
tainty that  this  traflSc  territory  has  a  better-adjusted  rail- 
way rate  system  than  has  any  other  large  division  of  the 
United  States. 

As  the  result  of  his  study  of  **  the  trunk  line  rate  sys- 
tem *'  Prof.  William  Z.  Ripley  states  that  **  three  prin- 
ciples in  particular  deserve  mention  in  this  connection. 
These  are:  (1)  that  the  element  of  distance  should  be  a 
prime  factor  in  the  final  adjustment  of  rates  as  between 
competing  localities;  (2)  that  cooperation  and  agreement 
between  competing  carriers  are  essential  to  any  comprehen- 
sively fair  system;  and  (3)  that  permanency  and  stability 
of  rates  are  of  equal  importance  with  elasticity.'' 

The  soundness  of  these  three  conclusions  can  hardly  be 
questioned.  The  necessity  for  cooperation  in  rate  making 
and  the  desirability  of  stability  are  beyond  dispute.  In 
general,  distance  must  be  the  prime  factor  in  fixing  rates  | 
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and  it  is  an  intert'sting  fact  that  the  greatest  weight  has 
been  given  distance  in  constructing  the  rate  system  prevail- 
ing in  the  section  of  the  United  States  where  traffic  is 
densest,  where  the  railway  lines  have  been  most  completely 
developed,  and  where  transportation  conditions  are  most 
satisfactory. 
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CHAPTER   XXII 

RATES  IN  SOUTHERN  TERRITORY  AND  TEXAS 

The  traffic  territory  of  the  Sou{h  and  Texas — Railroad  rates  con- 
trolled largely  by  waterway  competition — Other  competitive  in- 
fluences— The  basing  point  system  of  rate  making — Coastwise 
competition  and  rail  rates  to  and  from  the  South — Atlanta  com- 
mon points — ^The  Baltimore- Atlanta  base  r:'.te — Rates  to  and 
from  the  South  via  Ohio  and  Mississippi  River  crossings — "  The 
Virginia  Cities"  tariffs — The  Mississippi  River  and  railway 
rates — Rate  making  in  Texas — Traffic  conditions — Graded  and 
maximum  rates — "  Common  point "  territory — References. 

The  southeastern  section  of  the  United  States  east  of 
the  Mississippi  River  and  south  of  the  Ohio  and  Potomac  is 
a  traffic  territory  as  distinct  as  that  comprising  New  Eng- 
land and  the  states  westward  to  the  Mississippi.  Through- 
out the  southeastern  district,  with  minor  exceptions,  the 
Southern  Classification  prevails;  while  the  nature  of  the 
railway  traffic  and  the  competitive  conditions  under  which 
it  is  handled  have  also  brought  about  the  adoption  of  rate 
systems  peculiar  to  that  section  of  the  country.  The  rate 
policies  in  this  region  are  well  defined  and  are  the  result 
of  definite  economic  forces. 

The  State  of  Texas  is  so  large  as  almost  to  form  a  traf- 
fic region  by  itself.  It  is  commercially  associated  with  both 
the  Southwest  and  the  Southeast.  From  the  north,  rail- 
ways in  increasing  number  are  bringing  south  supplies  and 
manufactures  for  sale  in  the  state  and  are  hauling  across 
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the  state  a  swelling  volume  of  grain,  cotton,  and  other 
products  for  export  from  Galveston  and  other  ports.  The 
railway  tonnage  north-bound  from  the  seaboard  and  in- 
terior cities  of  Texas  does  not  equal  the  traffic  south-bound, 
but  is  steadily  rising.  However,  in  spite  of  the  increasing 
trade  relations  of  Texas  with  the  Southwest,  the  state  still 
faces  the  Gulf.  Its  staple  productions  are  mainly  shipped 
through  the  Gulf  gateways,  and  its  trade  with  the  manu- 
facturing northeastern  part  of  the  United  States  is  handled 
chiefly  by  the  coastwise  steamship  lines,  whose  rates  set  the 
limits  of  railway  charges  and  determine  the  general  policy 
of  rate  making  followed  by  the  railroads.  The  dominant 
industries  of  Texas  are  similar  to  those  of  the  other  Gulf 
states;  and  thus,  for  industrial  as  well  as  transportation 
reasons,  it  seems  logical  to  include  a  discussion  of  railway 
rates  in  Texas  in  this  chapter  on  rate  making  in  the  south- 
ern part  of  the  United  States. 

Railway  charges  to  and  from  the  southeastern  states 
bear  the  imprint  of  the  rates  of  the  steamship  lines  plying 
between  North  Atlantic  and  South  Atlantic  and  Gulf  ports. 
On  traflSc  between  ports  the  rail  lines  seldom  find  it  prac- 
ticable to  meet  the  all-water  rates,  the  charges  of  rail  car- 
riers between  such  points  being  generally  a  fixed  line  of 
differentials  above  the  all-water  rates.  These  differentials 
on  the  several  classes  of  trafiic  represent  charges  which 
shippers  or  consignees  are  willing  to  pay  in  excess  of  the 
all-water  rates  in  return  for  more  rapid  transportation, 
fewer  transfers,  and  other  advantages  of  continuous  trans- 
portation. Water  competition  also  controls  the  all-rail  rates 
between  the  northeastern  part  of  the  United  States  and 
interior  points  within  the  South,  such  as  Atlanta,  Chatta- 
nooga, Montgomery,  and  Dallas,  because  the  all-rail  charges 
cannot  exceed,  or  cannot  be  much  above,  the  through  rates 
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over  a  combined  water-and-rail  route.  Much  of  the  traffic 
into  and  out  of  the  South  is  handled  by  the  coastwise  steam- 
ship lines  and  the  railroads  connecting  the  seaboard  gate- 
ways with  the  interior  markets  and  manufacturing  centers 
of  the  *'  Southland." 

Moreover,  as  will  be  shown  presently,  the  influence  of 
coastwise  water  competition  upon  railway  rates  is  not  con- 
fined to  the  traffic  between  the  sections  north  and  south  of 
the  Potomac.  There  is  a  large  and  growing  volume  of  ton- 
nage carried  between  the  states  north  of  the  Ohio  River 
and  the  entire  southeastern  section,  consisting  of  manufac- 
tures and  food  products  from  the  North  and  of  cotton, 
lumber,  and  other  staples  from  the  South.  Thus  the  upper 
Mississippi  Valley  competes  with  the  middle  Atlantic  and 
New  England  states  for  the  trade  of  the  South ;  and  it  is 
obvious  that  the  railway  rates  between  the  South  and  these 
two  competing  districts  in  the  North  cannot  be  widely  di- 
vergent, although  they  need  not  be,  and  are  not,  entirely 
equal.  In  general,  however,  the  coastwise  steamship  lines, 
by  controlling  the  rates  of  the  railways  parallel  to  the 
Atlantic  coast,  indirectly  set  the  limits  of  charges  upon  the 
railroads  that  cross  the  Ohio  River. 

In  former  days  the  steamboats  on  the  Ohio  and  Missis- 
sippi and  their  principal  tributaries  were  potent  factors  in 
the  establishment  of  railway  rates.  These  streams  are  still 
factors,  the  character  of  vessels,  the  deepening  cf  channels, 
etc.,  having  kept  pace  with  the  advance  vt  commerce;  but 
by  reason  of  the  demand  in  connection  with  the  majority  of 
traffic  for  more  expeditious  transportation  than  can  be  ob- 
tained from  even  the  improved  river  steamers  and  deepened 
channels  they  are  not  so  important  as  formerly.  The  present 
interest  in,  and  agitation  of,  the  question  of  improved  wa- 
terways indicates  that  a  larger  use  of  water  routes  may 
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hereafter  be  expected.  The  rates  on  coal  to  points  along  the 
Ohio  and  lower  Mississippi  are  fixed  by  the  river  barges ;  the 
navigability  of  the  Cumberland  River  has  some,  though  not 
very  great,  effect  upon  the  railway  rates  between  Nashville 
and  Ohio  River  points;  while  in  the  lower  Mississippi  Val- 
ley from  Cairo  to  New  Orleans  the  charges  on  the  railways 
near  the  river  are  noticeably  regulated  by  the  Mississippi. 
The  influence  of  the  Mississippi,  little  used  as  it  is  at  the 
present  time,  is  not  confined  to  railways  leading  to  New 
Orleans,  but  must  be  reckoned  with  to  some  extent  by  a 
road  like  the  Mobile  &  Ohio,  especially  interested  in  the 
success  of  Mobile,  a  commercial  rival  of  New  Orleans. 

The  rate  systems  in  the  South  have  been  subject  not 
only  to  the  general  competitive  factors  just  mentioned,  but 
also  to  the  rivalries  of  interior  trade  centers  and  of  the 
ambitious  ports  along  the  Gulf  and  the  South  Atlantic  sea- 
boards, each  striving  to  secure  as  great  a  share  as  possible 
of  the  total  commerce  of  the  South.  In  a  similar  manner 
each  of  the  Ohio  River  cities  from  Cincinnati  to  Cairo  has 
sought  to  be  the  chief  doorway  to  and  from  the  South.  We 
shall  see  that  railway  rates  have  been  worked  out  with  a 
view  to  adjusting  equitably  these  competitive  conditions. 

Enough  has  been  said  to  indicate  that  rate  making  in 
the  South  has  been  a  complicated  problem.  In  order  to  de- 
scribe clearly  the  rate  systems  that  have  been  built  up  it 
will  be  necessary  to  restrict  the  account  to  the  main  features 
of  the  structures  and  to  avoid  confusing  detail.  It  will  be 
best  to  begin  with  the  rates  to  and  from  the  interior  trade 
centers  of  the  South,  and  in  order  to  understand  how  such 
rates  are  made  it  is  necessary  to  know  what  is  meant  by  the 
**  basing  point  system." 
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THE    BASING    POINT    SYSTEM    OP    RATE    MAKING 

Before  the  South  was  supplied  .with  a  net  of  railways 
the  rivers  were  the  main  highways  of  heavy  traffic  between 
the  interior  and  the  seaboard,  and  the  chief  centers  of 
trade  were  the  seaports  and  the  interior  cities  located 
on  navigable  streams.  The  first  railways  constructed, 
naturally,  connected  the  ports  with  the  inland  markets, 
at  which  an  active  competition  immediately  ensued  be- 
tween rail  and  water  routes.  As  the  railway  lines  mul- 
tiplied, each  seaport  and  most  of  the  interior  cities  came 
to  be  foci  of  radiating  railroads;  and  thus  to  the  com- 
petition of  rail  and  water  carriers  was  added  interrailway 
rivalry. 

The  struggle  for  traffic  at  competing  points,  first  be- 
tween railway  and  waterway  and  later  among  rival  rail- 
roads, led  to  the  establishment  of  lower  rates  at  the  larger 
traffic  centers,  where  competition  was  strong,  than  were 
charged  at  noncompetitive  points,  even  though  the  local 
point  at  which  the  higher  rates  prevailed  might  be  on  the 
way  to  the  competitive  center  enjoying  the  lower  charge. 
Obviously  the  charge  at  the  local  intermediate  station  could 
not  exceed  the  sum  of  the  through  rate  to  the  competing 
point  plus  the  local  rate  from  that  place  back  to  the  inter- 
mediate point.  It  was  possible,  and  it  became  the  practice, 
for  the  several  railroads  serving  an  important  common 
trade  center  to  charge  all  local  points  in  the  district  about 
the  center  rates  equal  to  the  sum  of  the  through  rate  to  the 
competing  point  and  the  local  rate  into  or  out  of  the  city 
where  there  was  competition. 

The  following  concise  explanation  of  the  origin  and 
continuance  of  the  **  basing  point  "  adjustment  of  rates 
has  been  maoe  by  Vice  President  J.  M.  Gulp,  of  the  South- 
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era  Railway  Company,  in  an  address  delivered  at  Harvard 
University  in  1909: 

**  Afl  a  result  of  the  conditions  which  existed  prior  to 
the  building  of  the  railways  and  of  subsequent  develop- 
ments, there  are  several  classes  of  basing  points  in  the 
South.  First,  there  are  the  seaports  from  Norfolk  to  New 
Orleans.  Through  these  ports  the  products  of  the  interior 
Southeast  were  shipped,  and  from  them  the  products  of 
other  countries  and  of  the  northeastern  states  were  distrib- 
uted to  the  interior  South.  Then  came  the  development 
of  distributing  centers  along  the  Ohio  and  Mississippi  from 
Cincinnati  to  New  Orleans,  and  of  a  secondary  series  of  dis- 
tributing points  at  the  head  of  navigation,  or  at  the  fall  line 
of  the  principal  rivers  flowing  into  the  Atlantic  and  the  Gulf. 
As  examples  of  these  interior  trade  centers  at  the  head  of 
navigation,  I  may  mention  Richmond,  Va. ;  Columbia,  S.  C. ; 
Augusta,  Macon,  Columbus,  Ga. ;  and  Montgomery,  Ala.,  all 
of  which  and  others  were  in  existence  before  the  building  of 
the  railways,  and  were  points  at  which  the  products  of  the 
surrounding  territory  were  collected  and  from  which  goods 
were  distributed  by  wagon  or  pack  animals.  When  the 
railways  were  built  they  found  these  trade  centers  already 
in  existence,  and  they  simply  accepted  the  situation  as  they 
found  it,  and  adjusted  their  business  to  existing  and  con- 
trolling trade  conditions.  Still  another  class  of  trade  cen- 
ters or  basing  points  grew  up  with  the  development  of  the 
railway  system.  These  were  at  gateways  such  as  Atlanta, 
and  at  strategic  railway  centers  such  as  Birmingham,  where 
intensive  railway  competition  without  water  transportation 
had  the  effect  of  creating  distributing  points.  When  the 
roads  were  first  built  there  were  few,  if  any,  towns  of  any 
importance  on  their  lines  except  these  trade  centers  that 
had   alreadv   become   established.     The   only   practicable 
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means  of  distribution  was  to  ship  to  these  centers  as  dis- 
tributing points. 

*  *  As  other  towns  at  railway  junctions  have  grown  in 
commercial  importance,  there  has  been  brought  about,  in 
some  cases,  a  readjustment  of  their  rates  to  a  level  between 
those  of  the  purely  local  points  and  those  of  the  more  highly 
competitive  points ;  in  fact,  in  a  few  instances  the  readjust- 
ment has  been  on  the  basis  of  highly  competitive  adjacent 
points. 

**  Economic  conditions  in  the  South  aided  in  the  per- 
petuation of  this  system.  It  was  essentially  an  agricultural 
region,  practically  without  industrial  centers,  and  conse- 
quently without  a  large  percentage  of  urban  population. 
The  system  by  which  planters  bought  their  supplies  in  bulk 
to  be  issued  to  their  labor,  and  the  practice  which  early  grew 
up  of  merchants  giving  credit  to  planters  until  their  crops 
w-ere  marketed,  also  tended  to  concentrate  trade  in  the  hands 
of  dealers  at  the  larger  and  financially  stronger  centers.*' 

In  most  instances  the  traffic, of  the  local  stations  within 
the  district  about  the  competitive,  or  **  basing,"  point  was 
handled  through  the  basing  point,  although,  as  just  indi- 
cated, that  was  not  done  when  the  local  town  was  intermedi- 
ate on  the  line  to  or  from  the  basing  point ;  in  which  case  the 
intermediate  station  was  charged  a  higher  rate  than  the  bas- 
ing point  for  a  shorter  haul.  The  Interstate  Commerce  Com- 
mission sought  to  prevent  this  method  of  making  rates  as  a 
violation  of  section  4,  the  '*  long-and-short-haul  '*  section  of 
the  Interstate  Commence  Act,  but  the  United  States  Supreme 
Court  overruled  the  commission  and  held  that  the  active 
competition  of  the  railways  at  one  point  and  the  absence  of 
the  same  at  another  place  created  conditions  that  were  not 
**  substantially  similar  "  and  that  might  justify  a  lower 
charge  at  the  competing  center.    The  Mann  Act  of  June  18, 
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1910,  eliminates  from  the  fourth  section  the  phrase  **  un- 
der substantially  similar  circumstances  "  and  otherwise 
strengthens  the  law.  Railways  must  now  observe  the  long- 
and-short-haul  principle  unless  permission  is  secured  from 
the  Interstate  Commerce  Commission  to  charge  more  for  a 
shorter  haul. 

Should  the  commission  insist  upon  a  strict  observance 
of  the  long-and-short-haul  principle  it  will  be  necessary  for 
the  railways  in  the  South  to  make  the  rates  to  and  from 
the  intermediate  towns  no  higher  than  the  more  distant 
basing  points.  This  will  require  a  modification  of  the  pres- 
ent basing  point  system  of  rate  making,  but  it  is  difficult 
to  anticipate  whether  the  basing  point  rates  will  be  ad- 
vanced or  those  to  intermediate  points  reduced. 

The  first  cities  made  basing  points  were  those  at  which 
the  railways  had  to  meet  the  competition  of  coastwise  or 
river  steamers;  then  the  important  railway  centers  in  the 
South  were  made  basing  points — Atlanta,  the  most  influen- 
tial of  all  basing  points,  having  no  navigable  waterway.  In 
a  few  instances  a  town  served  by  only  one  railroad  and  by 
no  waterway  is  treated  as  a  basing  point  in  order  to  enable 
it  to  share  in  the  trade  of  its  surrounding  district  in  com- 
petition with  some  other  neighboring  city  which,  because  of 
railway  rivalry,  has  been  made  a  basing  point. 

The  basing-point  system  of  rate  making  applies  mainly 
to  the  external  trade  of  the  South — i.  e.,  to  the  traffic  in- 
bound and  outbound  between  the  chief  market  and  manu- 
facturing centers  of  the  South  and  similar  centers  in  other 
parts  of  the  United  States  and  in  foreign  countries.  ;More- 
over,  as  will  presently  appear,  the  rates  on  railway  traffic 
into,  out  of,  and  through  the  South  are  made  to  conform 
to  other  requirements  than  those  imposed  by  the  enforce- 
ment of  the  basing-point  principle. 
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Local  rates  within  the  South,  applicable  between  points 
where  there  is  no  competition  and  where  there  are  no 
special  rates  resulting  from  competitive  or  other  peculiar 
conditions,  are  tariffs  based  primarily  on  distance.  They 
are,  with  respect  to  state  traflfic,  scales  which  have  been 
fixed  by,  or  have  the  approval  of,  the  several  state  railroad 
commissions.  Where  applicable  to  interstate  traffic  they 
are  generally  the  result  of  varying  conditions  including  the 
local  scales  of  the  several  states  through  which  they  are 
applicable. 

COASTWISE   COMPETITION   AND   RAIL   RATES 

Railway  rates  on  most  of  the  traffic  into  and  out  of  the 
southeastern  and  southern  part  of  the  United  States  from 
the  James  River  to  the  Rio  Grande  are  directly  or  indi- 
rectly regulated  by  the  coastwise  steamship  lines  and  sailing 
vessels.  These  steamship  lines  maintain  frequent  services 
connecting  (1)  the  eastern  seaboard  cities  from  Boston  to 
Baltimore  with  Norfolk — ^the  northeast  portal  of  the  South ; 
(2)  the  seaports  from  Boston  to  Norfolk  with  the  Atlantic 
ports  of  the  South  from  Wilmington,  N.  C,  to  Jacksonville, 
Fla. ;  and  (3)  the  North  Atlantic  ports  from  Boston  to 
Norfolk  with  the  Gulf  ports  from  Galveston  to  Pensacola. 
The  line  steamers  handle  the  package  freight  and  much  of 
the  heavy  commodities;  but  a  large  share  of  the  lumber 
and  other  bulk  traffic  is  handled  in  sailing  vessels  and  in 
steamers  not  run  as  line  vessels. 

Most  of  the  traffic  handled  between  the  seaports  of  the 
North  Atlantic  and  those  of  the  Gulf  and  of  the  Atlantic 
south  of  Virginia  is  moved  coastwise  at  rates  lower  than 
the  railways  could  profitably  maintain.  Prom  the  North 
Atlantic  ports,  Philadelphia  to  Boston,  the  rates  to  Norfolk 
are  the  same  by  rail  and  by  water,  while  to  points  farther 
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south  on  the  Atlantic  and  Gulf  the  all-rail  charges  are 
somewhat  higher  than  the  all-water  rates.  Ordinarily  the 
railway  can  and  does  charge  a  higher  rate  than  a  competing 
waterway.  One  important  reason  why  this  is  possible  is 
that  the  terminal  facilities  of  the  railways  allow  the  carrier 
to  place  cars  alongside  factories,  mills,  or  warehouses  in 
many  parts  of  a  city,  while  the  vessel  which  contains  the 
equivalent  of  many  car  loads  of  freight  must  be  loaded  and 
unloaded  at  one  place — its  pier  or  wharf.  For  the  majority 
of  shippers  and  consignees  in  large  cities  the  costs  for  dray- 
age  or  cartage  are  greater  when  goods  are  transported  by 
vessel  than  when  carried  by  rail. 

Railways  make  such  low  rates  between  the  North  Atlan- 
tic seaboard  cities  and  the  southern  ports  that  it  is  often 
necessary  to  charge  higher  rates  for  shorter  distances  to 
inland  towns  intermediate  between  the  terminal  seaports. 
For  instance,  the  rates  from  Washington,  D.  C,  to  Mobile 
are  lower  than  those  to  Charlotte,  N.  C,  less  than  half  the 
distance.  The  all-rail  rate  on  freight  of  the  first  class  from 
New  York  to  Brunswick,  Ga.,  is  87  cents,  the  coastwise 
water  rate  being  57  cents,  while  the  corresponding  all-rail 
rate  to  Columbia  and  Augusta  is  $1.08. 

The  all-rail  rates  between  the  northern  ports  and  .in- 
terior places  in  the  South  like  Charlotte,  Columbia,  At- 
lanta, Birmingham,  Chattanooga,  and  even  Knoxville,  are 
fixed  with  reference  to  the  through  rates,  inbound  and  out- 
bound, over  a  water-and-rail  route  via  Norfolk,  Wilming- 
ton, N.  C. ;  Charleston,  Savannah,  Brunswick,  Jacksonville, 
or  some  Gulf  port,  the  most  important  Atlantic  gateways 
south  of  Norfolk  being  Charleston  and  Savannah,  each  of 
which  is  served  by  several  steamship  lines.  The  all-rail 
rates  are  the  same  as  the  rail-aud-water  rates  between  the 
North  Atlantic  seaboard  and  Knoxville,  Chattanooga,  and 
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MeridiaB.  Birmingham,  Selma,  and  places  east  of  a  line 
drawn  through  Chattanooga,  Montgomery,  and  Pensacola 
have  all-rail  charges  higher  by  fixed  differentials  than  those 
by  water  and  rail.  The  all-rail  rates  on  class  traflSc  to 
Atlanta,  the  most  influential  interior  traflSc  center  in  the 
South,  from  the  North  Atlantic  ports,  Boston  to  Baltimore, 
inclusive,  exceed  the  sea-and-rail  rates  by  the  following 
fixed  differentials: 


CIaar 

1 

2 

3 

4 

5 

6 

DifTcrentials  (cents) 

12 

10 

9 

8 

6 
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The  rail -and- water  rate  on  first-class  freight  from  New 
York  to  Atlanta,  and  other  points  taking  the  Atlanta  rate, 
is  $1.05  per  hundred  pounds,  and  to  Montgomery,  Ala., 
$1.08.  The  all-rail  rate  to  Atlanta  and  points  taking  the 
same  rate  is  $1.17  on  first-class  traffic. 

In  prorating  the  through  rate  between  the  rail  and 
steam  lines  *'  constructive  "  instead  of  actual  mileage  is 
taken  for  the  sea  distance.  It  is  about  750  miles  by  ocean 
from  New  York  to  Charleston,  and  somewhat  more  to  Sa- 
vannah, but  in  computing  the  through  distance  from  New 
York  via  those  ports  to  some  interior  city  of  the  South  the 
steamship  line  to  Charleston  is  credited  with  only  230  miles 
and  the  line  to  Savannah  with  but  250  miles.  The  distance 
by  rail  from  Charleston  to  Atlanta  being  300  miles  and 
from  Savannah  295  miles,  the  **  rate-making  mileage  " 
from  New  York  to  Atlanta  via  Charleston  is  538  miles 
and  via  Savannah  545  miles.  The  ratio  of  the  rail  and 
ocean  portions  of  the  through  charge  is  approximately  the 
ratio  of  actual  railway  mileage  to  constructive  sea  mileage. 
28  417 


PREiGHT  CLASSIFICATION  AND  RATES 


ATLANTA  COMMON  POINTS  AND  THE  BALTIMORE-ATLANTA 

BASE  BATE 

The  general  rate  system  prevailing  in  the  southeastern 
part  of  the  United  States  is  largely  determined  by  the  traflSc 
importance  and  the  strategic  position  of  Atlanta.  Several 
causes  combine  to  give  Atlanta  an  exceptional  control  over 
railway  rates :  It  is  the  center  and  chief  market  of  the  up- 
land cotton  belt  of  Jthe  Old  South,  and,  being  located  at  the 
southeast  angle  of  the  Appalachian  Mountains,  it  is  the 
point  where  the  railroads  into  the  South  from  Baltimore 
and  the  Northeast  naturally  intersect  those  running  into 
and  across  the  South  from  both  the  South  Atlantic  and 
the  Gulf  ports.  Moreover,  Atlanta  is  equally  distant  from 
Charleston  and  Savannah,  the  two  leading  ports  for  the  exit 
and  entrance  of  the  traffic  carried  by  sea  and  rail  between 
the  South  and  the  region  north  of  the  Potomac.  Lines 
radiate  from  Atlanta  in  all  directions  toward  the  Ohio,  the 
Mississippi,  the  Oulf,  the  South  Atlantic  seaboard,  and 
Baltimore  and  the  Northeast. 

.  Rates  between  the  North  Atlantic  seaboard  states  and 
the  southeastern  section,  as  stated  above,  are  controlled  by 
the  through  charges  over  the  combined  sea-and-rail  routes 
via  the  ports  from  Norfolk  to  Jacksonville;  and  the  com- 
petition among  the  steamship  lines  and  among  the  railways 
interested  in  these  several  ports  has  naturally  made  it  nec- 
essary for  them  all  to  offer  the  same  rates  between  Atlanta, 
the  chief  inland  traffic  center,  and  the  North  Atlantic  sea- 
board cities.  Moreover,  Atlanta  exercises  another  controll- 
ing influence  over  rates.  Although  the  leading  inland  com- 
mercial city  of  the  Southeast,  it  is  only  one  of  many  trade 
centers.  Atlanta  has  numerous  competitors,  each  served  by 
railways  competing  with  each  other  and  often  with  the 
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railways  especially  interested  in  Atlanta;  and  thus  it  was 
long  ago  found  necessary  to  accord  the  same  sea-and-rail 
rates  to  Atlanta,  Chattanooga,  Eufaula,  Americus,  Athens, 
and  to  numerous  other  towns  within  the  section  indicated 
roughly  by  a  line  drawn  through  the  places  named.  The 
distance  to  Chattanooga  was  much  greater  than  to  Augusta, 
but  it  was  made  a  common  point  with  Atlanta  as  regards 
the  sea-and-rail  rates. 

In  the  case  of  the  rates  by  the  all-rail  lines  between  the 
northeastern  and  southeastern  territories,  Chattanooga  and 
towns  similarly  located  also  have  identical  all-rail  and  sea- 
and-rail  charges;  while,  as  was  stated  above, 'Atlanta  and 
other  common  points  east  of  the  Chattanooga-Montgomery- 
Pensacola  line  have  south-bound  all-rail  rates  for  most  kinds 
of  traffic  higher  by  fixed  differentials  than  the  sea-and-rail 
charges.  The  north-bound  rates  are  not  always  less  from 
Chattanooga  and  its  common  points  than  from  Atlanta  and 
common  points.  The  rates  on  compressed  cotton,  for  in- 
stance, are  less  from  Atlanta  than  from  Selma,  Montgom- 
ery, and  Rome,  and  higher  than  from  Macon.  In  general, 
the  Atlanta  common-point  territory  is  a  smaller  one  for  the 
all-rail  rates  than  for  the  sea-and-rail  charges.^ 

The  all-rail  shipments  north  and  south  between  the 
South  and  the  Northeast,  for  the  most  part,  pass  through 
Baltimore,  while  the  steamship  lines  plying  north  and  south 
from  Baltimore  and  the  ports  at  the  mouth  of  the  James 
handle  a  larger  tonnage  than  reaches  the  Chesapeake  and 
Hampton  Roads  by  rail.    Baltimore  being  the  most  impor- 

^  For  a  good  account  of  the  rates  all-rail  and  sea-and-rail  between  the 
northeastern  seaboard  cities  and  Chattanooga-Atlanta  common  points, 
consult  the  decision  of  the  Interstate  Commerce  Commission  in  the 
Chattanooga  Case,  X  I.  C.  C.  Reps.  111-147.  Also  the  decision  of  the 
1.  C.  C.  in  the  Cincinnati  Frt.  Bureau  Case,  VI  I.  C.  C.  Reps.  195-256. 
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tant  railroad  gateway  between  the  Northeast  and  the  South, 
and  Atlanta  being  the  leading  interior  railway  and  traflSc 
center  within  the  South,  it  naturally  follows  that  the  rail- 
ways connecting  Baltimore  and  Atlanta  form  the  most  im- 
portant trunk  line  between  the  North  and  the  South;  in- 
deed, the  rail  rates  between  Baltimore  and  Atlanta  have  an 
influence  upon  railway  rates  throughout  the  South  compar- 
able with  the  control  exercised  by  the  Chicago-New  York 
lines  over  railroad  charges  in  the  territory  north  of  the  Ohio 
and  Potomac. 

The  through  all-rail  rates  from  the  eastern  seaboard 
cities  (Boston  to  Philadelphia)  to  Atlanta  are  fixed  differ- 
entials above  the  Baltimore-Atlanta  rates.  Boston,  Provi- 
dence, and  New  York  have  the  same  all-rail  rates  south- 
bound, the  differentials  above  Baltimore  being  from  2  to  7 
cents  per  hundred  pounds  for  different  kinds  and  classes 
of  commodities.  The  differentials  for  Philadelphia  above 
the  Baltimore  charges  are  generally  the  same  as  for  the 
more  northern  seaboard  cities. 

The  rates'  all  rail,  north-bound,  on  compressed  cotton 
from  Atlanta  to  Philadelphia  and  New  York  are  the  same, 
being  3  cents  a  hundred  above  the  rate  to  Baltimore,  while 
Boston  is  charged  8  cents  more  than  Baltimore.  Of  course, 
the  differential  prevailing  from  or  to  Boston,  New  York, 
or  another  seaboard  city  applies  to  the  nearby  places  within 
the  territory  taking  the  same  rate  as  Boston  or  the  seaboard 
city  in  question. 

Again,  the  all-rail  rates  from  the  eastern  seaports  and 
from  the  East  generally  to  places  other  than  Atlanta  in 
the  southeast  territory  are  fixed  with  relation  to  the  rates 
to  Atlanta,  being  higher  or  lower  than  the  Atlanta  rates 
by  differentials  acceptable  to  the  interested  competitive 
railways.    Thus  the  influences  of  the  Baltimore- Atlanta  rail 
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rate  are  spread  quite  generally  over*  the  southeastern  sec- 
tion. It  need  hardly  be  stated  that  the  coastwise  steamship 
lines,  which  regulate  railway  rates  into  and  out  of  the 
South,  control  the  Baltimore-Atlanta  rail  rates,  as  well  as 
other  railway  charges.  The  effects  of  coastwise  competi- 
tion are  made  more  widespread  because  the  all-rail  rates 
between  the  sections  north  and  south  of  the  Potomac  are 
so  largely  based  upon  the  charges  between  Baltimore  and 
Atlanta. 

A  third  way  in  which  the  charges  by  rail  between  Balti- 
more and  Atlanta  are  made  the  basis  of  railway  rates  in 
the  South  will  be  described  in  the  following  paragraphs, 
discussing  the  rates  upon  the  large  volume  of  traffic  enter- 
ing the  South  from  the  sections  north  of  the  Ohio  and  west 
of  the  Mississippi. 

RATES  TO  AND  FROM   THE  SOUTH  via  OHIO  AND   MISSIS- 
SIPPI RIVER  CROSSINGS 

The  development  of  the  South  gave  rise  to  an  increasing 
trade  southward  and  northward  from  and  to  Cincinnati, 
Louisville,  Evansville,  and  other  cities  on  the  Ohio  River. 
Each  of  these  cities  was  ambitious  both  to  secure  as  much 
as  possible  of  the  trade  of  Atlanta,  Birmingham,  Chatta- 
nooga, and  other  southern  cities,  and  also  to  become  the 
chief  gateway  for  the  traffic  passing  back  and  forth  between 
the  Southeast  and  the  centers  of  food  supplies  and  manu- 
factures in  the  populous  section  north  of  the  Ohio.  This 
rivalry  of  the  Ohio  River  cities  with  each  other  was  intensi- 
fied by  the  competition  of  the  railways  connecting  them 
with  the  South  and  of  the  railways  leading  to  the  Ohio 
from  Chicago  and  other  northern  cities.  Moreover,  as  has 
been  observed,  this  trade  of  the  middle  West  with  the 
Southeast — especially  the  sale  of  manufactures  in  the  South 
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— ^was  in  competition  with  the  commerce  carried  on  between 
eastern  seaboard  states  and  the  South. 

The  solution  of  the  two  problems  presented  by  the  com- 
petition of  the  several  Ohio  River  cities  and  of  the  central 
West  with  the  East  was  made  possible  by  (1)  making  the 
rates  the  same  from  all  the  Ohio  crossings  to  Atlanta  and 
(2)  making  the  rates  from  the  Ohio  River  to  Atlanta  equal 
to  the  rates  from  Baltimore  to  that  city.  Having  agreed 
upon  these  two  principles,  the  railways  were  able  to  con- 
struct the  present  somewhat  complicated  but  well-adjusted 
system  of  interrelated  rates.  The  main  features  of  this 
system  are  as  follows : 

1.  The  rates  from  Cairo,  Cincinnati,  and  intermediate 
Ohio  River  crossings  to  Atlanta  are,  as  just  stated,  the  same 
and  equal  to  the  Baltimore- Atlanta  tariffs. 

2.  The  through  rate  from  Chicago  and  other  cities  in 
the  middle  West  is  the  sum  of  the  rate  to  the  Ohio  and 
of  the  rate  on  from  the  Ohio  crossing.  The  rates  from 
St.  Louis  to  southeastern  territory  are  fixed  differentials, 
and  not  the  full  local  rates,  above  the  rates  from  the  Ohio 
River.  The  through  rate  from  any  one  city — Minneapolis 
or  Chicago,  for  example — ^to  Atlanta  is  the  same  by  all  Ohio 
crossings,  although  the  charge  to  the  several  Ohio  crossings 
— Chicago  to  Cincinnati  and  to  Cairo,  for  instance — ^may 
not  be  identical.  In  that  case  the  through  rate — Chicago- 
Atlanta  or  Minneapolis- Atlanta — is  the  sum  of  the  lowest, 
or  short-line,  rate  to  the  Ohio  plus  the  charge  from  there  to 
Atlanta.  Inasmuch  as  the  charge  is  the  same  from  all  the 
Ohio  crossings  to  Atlanta,  the  through  rates  to  Atlanta 
from  any  two  northern  points,  as  Chicago  and  St.  Paul, 
differ  to  the  same  extent  as  their  rates  to  the  Ohio  are 
unlike. 

3.  The  rates  to  Atlanta  from  Memphis,  an  important 
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industrial  city  and  a  point  through  which  much  of  trafSc 
reaches  the  South  from  the  section  west  of  the  Mississippi, 
are  four  cents  less  than  the  rates  from  the  Ohio  for  all 
classes  and  kinds  of  commodities — i.  e.,  Memphis  has  a  flat 
differential  four  cents  under  Louisville  and  other  Ohio 
crossings. 

4.  The  rates  from  the  Ohio  crossings,  St.  Louis,  and 
Memphis  to  the  central  part  of  the  South  (Alabama  to 
South  Carolina)  are  in  general  adjusted  with  reference  to 

.  the  Atlanta  rates.  This  is  especially  true  of  common  points 
in  Georgia,  while  the  control  exercised  by  the  Atlanta  rates 
naturally  grows  less  with  the  increase  in  distance  from 
Atlanta.  The  rates  across  the  South  to  the  South  Atlantic 
ports  (Jacksonville  to  Charleston,  inclusive)  are,  as  will 
be  shown  presently,  made  independently  of  the  tariffs  pre- 
vailing on  Atlanta  business. 

5.  From  the  Ohio  River,  St.  Louis,  and  Memphis,  com- 
mon rates,  usually  lower  than  those  to  intermediate  points, 
prevail  to  Charleston,  Beaufort,  S.  C;  Savannah,  Bruns- 
wick, Ga. ;  Pemandina  and  Jacksonville,  Fla.  This  enables 
these  seaports  to  compete  on  equal  terms  for  the  traffic  from 
the  middle  West  and  the  trans-Mississippi  territory.  The 
cotton  and  other  commodities  brought  across  the  South  to 
these  ports  may  either  be  exported  to  foreign  countries  or 
taken  coastwise  to  a  North  Atlantic  port  for  sale  in  the 
domestic  market  or  for  reshipment  abroad.  The  relation 
of  the  through  rates  from  the  Ohio  and  Mississippi  rivers 
to  the  South  Atlantic  ports  is  illustrated  by  the  following 
table,  showing  the  rates  in  cents  per  hundred  pounds  on 
classified  traffic  and  meats,  grain,  and  flour  from  Memphis 
to  Atlanta  and  the  seaboard : 


423 


FREIGHT   CLASSIFICATION  AND  RATES 


Rates  in  Cents  per  100  Pounds  on  Classified  Traffic  and  Meats,  Flour 

and  Grain  from  Memphis  to  Atlanta  and  the  Seaports 

Charleston  to  Jacksonville 


ft* 

Classes 

COMMODITIKS 

To 

1 

2 

83 
76 

3 

74 
71 

4 

59 
66 

5 

48 
54 

6 

37 

42 

Meats 

Flour      1     Grain 

1 

Atlanta 
SeaportB 

94 
91 

32 
34 

20 
19 

20 
19 

6.  The  rates  from  the  southeast  territory  to  and  beyond 
Ohio  crossings,  while  made  in  accordance  with  the  general 
principles  followed  in  adjusting  rates  into  the  South,  devi- 
ate from  those  principles  more  widely  than  do  the  tariffs 
on  south-bound  trafBc.  Southern  outbound  shipments  go 
more  largely  to  the  northeastern  section  of  the  United 
States  and  to  Europe  than  to  the  states  beyond  the  Ohio 
and  Mississippi.  The  influence  of  Atlanta  upon  the  traflBc 
toward  the  West  and  Northwest  is  less  than  upon  that  in  the 
opposite  direction ;  nor  does  the  competition  of  the  railways 
northward  to  the  Ohio  River  or  of  the  Ohio  River  cities 
with  each  other  compel  uniform  rates  to  all  Ohio  crossings 
from  common  points  in  the  central  portion  of  the  South  and 
Southeast.  Ordinarily  there  are  the  same  rates  to  all  Ohio 
crossings  from  common  points  in  the  Southeast ;  but  in  the 
case  of  such  an  important  item  of  traffic  as  lumber  from 
Georgia  the  rates  to  Cairo,  and  to  Cairo  for  points  beyond, 
are  less  than  to  other  Ohio  crossings.  The  rates  on  lumber 
from  Georgia  territory  to  Cairo  are  the  result  of  competi- 
tion, it  being  necessary  to  adjust  these  rates  with  reference 
to  those  from  Arkansas  and  southwestern  territory  to  Cairo. 

The  system  of  rates  outbound  from  the  Southeast  to  the 
Northwest  and  West  is  not  so  definite  as  is  the  system  of 
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correlated  inbound  tariffs.  For  the  most  part,  the  rates  on. 
trafBc  into  the  South  from  all  directions  are  combinationis 
of  the  rates  to  the  regional  gateways  and  from  those  gate- 
ways to  the  interior  point  of  destination;  the  tendency  in 
constructing  tariffs  for  the  cotton,  lumber,  iron,  fruit,  and 
vegetables  and  other  staple  products  sent  out  of  the  South 
is  not  to  make  combinations  on  boundary  gateways,  but  to 
make  such  through  rates  to  the  eastern,  northern,  and 
western  markets  as  are  demanded  by  the  conditions  of  in- 
dustrial or  commercial  competition;  and,  as  ^Ir.  Logan  G. 
McPherson  says  in  his  book  on  Railroad  Freight  Rates, 
**  this  tendency  has  been  enhanced  by  the  increasing  num- 
ber of  railroad  companies  that  have  established  through 
lines,  either  under  direct  ownership  or  immediate  control, 
between  one  region  and  another  and  the  multiplication  in 
the  number  of  gateways  as  these  through  lines  have  crossed 
the  regional  boundaries  at  different  points. ' '  It  will,  how- 
ever, be  understood  that  this  is  only  a  tendency  that  is  modr 
ifying  what  is  still  the  more  usual  practice  of  making  rates 
for  southern  territory  on  outbound  as  well  as  inbound  traf- 
fic by  combining  the  rates  to  the  boundary  with  those 
beyond. 

THE   **  VIRGINIA   CITIES  "   TARIFFS 

The  cities  of  eastern  and  southern  Virginia  are  so  lo- 
cated as  to  complicate  the  making  of  rates  to  and  from 
them.  The  Chesapeake  &  Ohio  and  the  Norfolk  &  Western 
railroads,  which  run  east  and  west  across  the  central  and 
southern  part  of  the  state,  lie  along  the  boundary  separat- 
ing the  trunk  line  and  southern  territories.  Both  roads  are 
interested  in  traflSc  to  and  from  the  South,  as  well  as  with 
the  middle  West,  and  in  consequence  their  rates  are  a  com- 
promise of  the  trunk  line  and  southern  systems  of  rate 
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making.  Crossing  these  east  and  west  roads  and  connecting 
the  Virginia  cities  with  the  Sonth  are  several  railroads, 
notably  the  great  Southern  Railway,  which  competes  with 
the  Chesapeake  &  Ohio  and  the  Norfolk  &  Western  at  Nor- 
folk, Richmond,  Lynchburg,  and  other  common  points; 
while  all  the  railroads  running  north  and  south  from  tide- 
water and  the  piedmont  section  of  Virginia,  are  required 
to  base  their  all-rail  charges  on  the  joint  sea-and-rail  rates 
established  by  the  steamship  lines  and  railways  connecting 
at  the  busy  ports  of  Norfolk,  Newport  News,  and  Richmond. 
The  problems  of  rate  making  under  these  conditions  may  be 
indicated  by  brief  reference  to  the  rates  into  Virginia  from 
the  Northeast,  from  the  South,  and  from  the  West. 

The  major  share  of  the  traffic  between  the  Virginia  sea- 
ports and  the  Atlantic  ports  to  the  north  and  south  is  car- 
ried by  water;  and  the  inland  Virginia  cities  ship  at  least  the 
heavier  commodities  inbound  and  outbound  more  largely 
by  sea-and-rail  than  by  all-rail  routes.  The  through  ocean- 
and-rail  rates  north  and  south  from  the  interior  cities  being 
thus  the  combination  of  a  common  ocean  rate  and  the 
charge  by  rail  between  the  port  and  the  inland  destination 
or  shipping  point,  vary  to  the  extent  of  the  differences 
in  the  rail  portion  of  the  through  charge.  At  places  like 
Lynchburg,  where  there  is  keen  railway  competition,  or 
at  Richmond,  where  there  is  both  rail  and  water  transporta- 
tion, the  rail  rates  to  Norfolk  or  Newport  News  are  low, 
while  at  a  town  such  as  Clarksville,  where  all  the  lines  to 
the  seaboard  are  controlled  by  one  company,  the  charges 
are  higher. 

The  rail  rates  to  Virginia  cities  on  the  traffic  from  New 
Orleans  and  the  lower  Mississippi  Valley — sugar,  molasses, 
rice,  coffee,  etc.— discriminate  widely  between  the  competi- 
tive and  noncompetitive  points.    The  rail  rates  from  the 
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South  to  Virginia  cities  are  made  in  competition  with  the 
water  rates  to  Norfolk  and  Richmond,  which  cities  again 
compete  with  Baltimore,  which  has  low  water  rates  from 
New  Orleans  and  the  South.  Baltimore,  Norfolk,  and  Rich- 
mond are  competing  distributing  centers  for  the  trade  of 
the  interior  cities  of  Virginia  and  North  Carolina.  In  gen- 
eral the  rail  charges  from  the  South  are  higher  to  the  towns 
in  the  southern  part  of  the  state  south  of  the  Norfolk  & 
Western  than  to  Lynchburg,  Charlotteville,  Richmond,  and 
other  places  where  the  Norfolk  &  Western  and  Chesapeake 
&  Ohio  either  compete  with  each  other  or  with  the  Southern. 
At  Lynchburg  all  these  roads  compete,  and  the  rates  from 
New  Orleans  are  about  twenty-five  per  cent  less  than  to 
Clarksville,  which  may  be  taken  as  a  typical  noncompetitive 
town  in  the  southern  part  of  Virginia.  The  lower  rates  at 
the  Virginia  competitive  points — such  as  Lynchburg — are 
due  in  part  to  the  low  rates  accorded  Norfolk  and  Richmond 
by  the  Chesapeake  &  Ohio  and  the  Norfolk  &  Western,  as 
will  be  explained  presently.  The  rates  from  New  Orleans 
to  Richmond,  because  of  direct  water  competition,  are  lower 
than  to  Lynchburg. 

The  rates  between  the  Virginia  cities  and  the  West 
present  even  more  striking  results  of  competition.  The 
Norfolk  &  Western  unites  Norfolk  and  Richmond  with  Cin- 
cinnati and,  by  means  of  a  connecting  line,  with  Louisville ; 
the  Chesapeake  &  Ohio  joins  Newport  News  and  Richmond 
with  both  Cincinnati  and  Louisville;  while  the  Southern 
Railway,  by  a  more  circuitous  route,  connects  those  Ohio 
River  cities  with  Norfolk,  Richmond,  and  Washington.  The 
first  line  through  from  Cincinnati  and  Louisville  to  Hamp- 
ton Roads  was  the  Chesapeake  &  Ohio ;  and  it  gave  Newport 
News,  Norfolk,  and  Richmond  the  low  rates  prevailing  at 
Baltimore  for  traffic  to  and  from  Cincinnati,  in  order  that 
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the  Virginia  ports  might  share  in  the  import  and  export 
traffic,  and  might  compete  with  Baltimore  for  the  trade 
of  intermediate  territory.  Theoretically,  the  rates  from 
and  to  Louisville  should  have  been  higher  than  those  from 
and  to  Cincinnati ;  but  Louisville  insisted  upon  having  the 
same  treatment  as  was  given  Cinciniiati. 

When  the  Interstate  Commerce  Act  of  1887,  contain- 
ing the  "  long  and  short  haul  "  clause,  was  enacted,  the 
Chesapeake  &  Ohio  gave  to  Lynchburg  and  other  Vii^nia 
cities  on  its  lines  as  low  rates  as  had  been  given  to  Rich- 
mond and  Norfolk — i.  e.,  the  Baltimore  rates.  Later,  when 
the  Norfolk  &  Western  was  opened,  that  road  made  rates  to 
Norfolk  and  Richmond  on  a  parity  with  those  at  Baltimore, 
and  gave  to  Lynchburg  and  other  Virginia  towns  on  its 
line  rates  that  did  not  exceed  the  low  rates  to  or  from 
Norfolk.  The  Southern  Railway,  organized  in  1894,  con- 
solidated lines  leading  from  Washington,  D.  C,  Richmond, 
and  Norfolk  across  eastern  and  southeastern  Virginia,  and 
competed  with  the  Norfolk  &  Western  by  naming  equal 
rates  at  junction  points.  In  other  words,  the  Southern 
Railway,  also,  gave  Lynchburg  and  other  competitive  points 
in  Virginia  rates  to  and  from  Louisville  and  Cincinnati 
equal  to  the  rates  between  Cincinnati  and  Baltimore  over 
the  Baltimore  &  Ohio  and  other  roads  into  Baltimore. 

Rates  to  the  noncompetitive  points  on  the  lines  of  the 

Southern  Railway  in  Virginia,  as  elsewhere,  are  generally 

made  by  the  basing-point  system ;  but  the  three  railways 

interested  in  the  traffic  between  the  Loui-sville-Cincinnati 

district  and  the  Virginia  cities  accorded  the  noncompeti- 

♦'"e  towns  in  southern  Virginia,  such  as  Clarksville,  some- 

at  more  favorable  rates  on  that  traffic  than  would  have 

ulted    from    a   strict    application   of   the   basing-point 

thod  of  rate  making.     This,  however,  was  not  true  of 
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the  large  traffic  between  the  noncompetitive  Virginia  towns 
and  Chicago  and  St.  Louis.  On  this  business  there  is 
greater  disparity  between  the  rates  at  common  and  local 
points. 

This  is  due  to  the  fact  that  .the  rates  from  Chicago  and 
St.  Louis  to  Lynchburg,  Norfolk,  and  other  Virginia  cities 
on  the  Norfolk  &  Western,  and  the  Chesapeake  &  Ohio  are 
made  equal  to  the  trunk  line  rates  to  Baltimore,  while  the 
charges  from  Chicago  or  St.  Louis  to  Danville  and  other 
noncompetitive  Virginia  points  are  a  combination  of  the 
rates  from  Chicago  or  St.  Louis  to  the  Ohio  River  plus  the 
rates  from  Louisville  or  Cincinnati  to  the  local  point  in  Vir- 
ginia. Stated  in  general  terms,  the  carriers  from  Chicago 
and  St.  Louis  prorate  with  the  Norfolk  &  Western  and  the 
Chesapeake  &  Ohio  dividing  a  low  through  rate  practically 
upon  a  mileage  basis,  while  for  points  south  of  the  Norfolk 
&  Western  there  is  no  prorating,  the  carriers  from  Chicago 
or  St.  Louis  and  the  carriers  from  Louisville  or  Cincinnati 
each  receiving  its  local  rate  to  and  from  the  Ohio.  Vice 
President  Culp  of  the  Southern  Railway  explains  these  rates 
as  follows:  **  Rates  from  all  points  in  so-called  Central 
Freight  Association  Territory,  which  includes  Chicago,  to 
local  points  in  Virginia,  are  made  by  combination  of  the 
rates  to  and  from  Ohio  and  Mississippi  river  crossings,  there 
being  through  rates  from  Ohio  and  Mississippi  river  cross- 
ings to  local  points  in  Virginia,  or  by  combination  of  rates 
to  and  from  Virginia  cities.  The  first-class  rate  from  Chi- 
cago to  Norfolk  and  Lynchburg  is  72  cents  per  hundred, 
and  the  first-class  rate  from  Chicago  to  Danville  is  $1.03; 
based  to  Cincinnati,  35  cents;  beyond,  68  cents;  in  other 
words,  the  Cincinnati  combination  makes  5  cents  less  than 
the  Lynchburg  combination,  the  local  rate  from  Lynch- 
burg to  Danville  being  36  cents  per  hundred." 
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Farther  south  of  the  Norfolk  &  Western,  in  North 
Carolina,  sach  points  as  Raleigh  and  Greensboro  pay  higher 
rates  from  the  West  and  Southwest  than  do  the  noncom- 
petitive Virginia  cities,  the  rates  by  the  direct  lines  into 
North  Carolina  from  the  West  and  Southwest  being  kept 
up  to  the  sum  of  the  competitive  rate  to  a  basing  point  on 
the  Norfolk  &  Western  plus  the  local  charge  south  from 
the  basing  point. 

The  rates  from  the  eastern  seaboard  cities  to  Virginia 
and  North  Carolina  are,  in  some  instances,  the  sum  of  the 
water  rate  to  Norfolk,  or  some  other  Virginia  port  and 
the  rail  rate  inland.  This  is  not  in  every  case  true.  The 
port  combination  has  a  bearing  on  the  rates,  but  many  of 
them  are  arbitrarily  made,  and  in  some  cases  less  than' the 
port  combination;  and  there  is  no  fixed  relation  between 
the  all-rail  and  the  water-and-rail  rates  to  and  from  eastern 
territory  and  points  in  Virginia  and  North  Carolina.  The 
Virginia  cities  would  have  a  rate  from  the  North  somewhat 
lower  than  the  North  Carolina  cities  would  have.  The  same 
would  be  true  of  shipments  north-bound. 

The  foregoing  paragraphs  attempt  to  describe  the  way 
in  which  rates  are  made  to  and  from  Virginia  cities  and 
not  to  criticise  the  methods  of  rate  making.  A  noncom- 
petitive point  like  Danville  fares  ill  as  compared  with  a 
place  like  Lynchburg  or  Richmond,  which  enjoys  the  low 
rates  accorded  Baltimore.  The  rates  to  and  from  Danville 
were  made  the  basis  of  a  case  before  the  Interstate  Com- 
merce Commission  which  decided  in  1900  that,  while  places 
like  Lynchburg  on  the  Norfolk  &  Western  might  justly  be 
given  lower  rates  than  Danville,  Va.,  and  points  in  North 
Carolina,  the  actual  discrimination  was  unreasonable.  The 
interstate  railroads  did  not  feel  that  they  could  afford  to 
reduce  the  rates  in  the  territory  south  of  the  Norfolk  & 
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* 

Western,  and  the  decision  of  the  commission  was  success- 
fully contested  in  the  Federal  courts.* 

THE  MISSISSIPPI  RIVEB  AND  RAILWAY  RATES 

Formerly  the  traffic  on  the  Mississippi  River  and  its 
main  tributaries  was  large  and  included  practically  all 
kinds  of  commodities.  Where  traffic  could  be  shipped  by 
water  the  railroads  were  compelled  to  adjust  their  rates 
to  meet  the  competition  of  the  river  boats.  Now,  the  traffic 
on  these  rivers  consists  mainly  of  a  few  low-grade  com- 
modities— coal,  lumber  and  logs,  sand,  cement,  stone,  and 
brick,  together  with  minor  quantities  of  grain,  cotton,  cot- 
ton  seed,  molasses,  and  miscellaneous  articles.  The  river 
traffic  at  St.  Louis  is  now  less  than  400,000  tons  annually, 
and  of  this  sum  less  than  50,000  tons  is  traffic  with  towns 
below  Cairo.  The  long-distance  traffic  on  the  Ohio  and 
Mississippi  has  now  become  much  less  important  than  the 
local,  short-distance  business — coal,  lumber,  and  small  quan- 
tities of  grain  constituting  most  of  the  tonnage  of  through 
shipments. 

With  the  decline  in  river  traffic,  its  influence  upon  rail 
rates  has  naturally  grown  less,  but  it  has  not  disappeared. 
The  present  rates  of  the  railroads  paralleling  the  Missis- 
sippi are  no  doubt  partly  due  to  the  continuance  of  past 
adjustments  made  when  river  traffic  was  large  and  water 
competition  was  of  controlling  force;  but  rail  charges  are 
even  now  influenced  to  an  appreciable  extent  by  water 
competition,  actual  and  possible.  The  truth  of  this  last 
statement  is  indicated  in  a  general  way  by  the  fact  that 
**  the  rates  charged  by  the  railways  paralleling  the  Missis- 
sippi north  of  St.  Louis,  where  water  traffic  still  prevails, 

>  122  Fed.  Rep.  800  (1903);  195  U.  S.  Rep.  639  (1904). 
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are  lower  for  the  same  commodity  and  distance  than  ll.e 
rates  charged  for  similar  distances  by  railways  paralleling 
the  Missouri,  which  is  no  longer  a  commercial  factor."' 

The  rail  rates  between  Cairo,  at  the  junction  of  t!ie 
Ohio  and  Mississippi,  and  New  Orleans  north-bound  and 
south-bound,  are  kept  low  enough  not  to  provoke  Water 
competition;  and  the  adjustment  as  between  St.  Louis  and 
Chicago,  as  regards  rates  to  and  from  New  Orleans,  is  made 
by  charging  St.  Louis  and  Chicago  fixed  differentials  above 
the  Cairo-New  Orleans  rates.  On  first-class  traffic  the  rate 
from  Cairo  to  New  Orleans  is  s^eventy-five  cents,  from  St. 
Louis  ninety  cents,  and  from  Chiy»ago  $1.10.  On  second- 
class  traffic  Chicago  is  fifteen  centSs  above  St.  Louis;  on 
third  class  ten  cents ;  and  the  d iff e rent ijj^ls  for  lower  classes 
are  correspondingly  less.  \ 

The  rail  rates  between  points  on  the  Mississippi,  Mis- 
souri, and  Ohio  rivers,  as  presented  in  the  Aeport  made  by 
the  Special  Board  of  Engineers  upon  the  pnpposed  four- 
teen-foot waterway  from  Chicago  to  the  Gulf,^  show  that 
river  navigation  must  have  some  effect  upon  railroad 
charges.  The  rail  rates  from  St.  Louis  to  New  Orleans, 
700  miles,  are  the  same  as  to  Greenville,  Miss.,  2{50  miles 
nearer  St.  Louis — all  points  from  Greenville  to  New  \Qrleans 
inclusive  taking  the  same  rates  from  St.  Louis.  The  sl^e 
is  true  of  the  rail  charges  from  Kansas  City  to  Greenvifl^ 
New  Orleans,  and  intermediate  river  cities.  The  rail  rates'v 
north-bound  from  New  Orleans  are  the  same  to  all  places  "^ 
from  Natchez  (214  miles)  to  Memphis  (396  miles),  and  to 
intermediate  points,  including  Vicksburg  and  Greenville. 

*  F.  H.  Dixon,  "A  Traffic  History  of  the  Mississippi  Iliver,"  Doc.  11, 
National  Waterways  Commission,  Dec,  1909.  Washington:  Govern- 
ment Printing  Office. 

>  House  Doc,  61  Cong.,  1  Seas.,  No.  50  (1909). 
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This  application  of  a  common  rate  to  a  wide  zone  is 
not  to  be  attributed  entirely  to  river  competition ;  for  other 
instances  of  this  principle  of  rate  making  could  be  given 
where  there  was  no  waterway  to  compete  with;  moreover, 
the  low  rates  to  and  from  New  Orleans  are  no  doubt  made 
to  promote  the  export  and  import  trade  of  that  port;  but 
it  seems  certain  that  the  railways  along  the  Mississippi 
have  made  their  rates  with  a  view  to  causing  traffic  to 
move  by  rail  rather  than  by  water.  The  Report,  just  re- 
ferred to,  upon  the  Mississippi  River  Survey,  calls  atten- 
tion to  this  in  the  statement  that  ''  As  the  railroads  will 
carry  almost  all  articles  of  freight  from  New  Orleans,  396 
miles,  to  Memphis  at  the  same  rates  as  214  miles  to  Natchez, 
shippers  (by  water)  .  .  .  have  nothing  to  gain  to  points 
above  Natchez.  In  the  same  way  shippers  have  little  to 
gain  by  using  water  transportation  from  St.  Louis  to  points 
below  Memphis  and  nothing  to  points  below  Greenville. 
Consequently,  packets  plying  between  Memphis  and  Natchez 
must  depend  for  their  support  on  local  business  within  the 
limits,  so  long  as  the  railroads  maintain  these  rates  and 
can  take  care  of  the  business.'* 

A  railroad  paralleling  the  Mississippi,  but  located  some 
distance  from  the  river,  as  is  the  more  easterly  one  of  the 
two  Illinois  Central  lines  from  Cairo  to  New  Orleans,  may 
charge  a  higher  rate  to  an  intermediate  point  like  Jackson, 
IVIiss.,  than  to  New  Orleans.  Thus,  the  rates  from  St.  Louis 
to  Vicksburg  for  most  classes  and  commodities  are  the 
same  as  to  New  Orleans;  while  the  charges  to  Jackson  in 
the  same  latitude  as  Vicksbilrg,  but  not  on  the  river,  are 
higher  than  to  Vicksburg  or  New  Orleans. 

The  influence  of  the  Mississippi  is  noticeable  in  the 
case  of  a  railroad  as  distant  from  the  river  as  is  the  Louis- 
ville &  Nashville,  connecting  Cincinnati  with  Mobile  ancl 
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New  Orleans.  The  same  rates  are  made  to  Mobile  as  to 
New  Orleans,  to  enable  Mobile  to  compete  with  its  larger 
rival.  Most  points  halfway,  or  more  than  halfway,  from 
Cincinnati  to  Mobile  are  charged  higher  rates  than  Mobile. 
This  is  not  true  of  Decatur  and  Birmingham,  Ala.,  where 
railway  competition  has  forced  charges  down,  but  is  true 
of  as  important  a  basing  point  as  Montgomery. 

RATE   MAKING   IN   TEXAS,    AND   TEXAS   COMMON  POINT 

TERRITORlir 

Railway  rates  in  Texas  are  clearly  the  result  of  three 
controlling  factors.  The  state  is,  first  of  all,  one  of  great 
size ;  and,  with  the  exception  of  the  extreme  west,  its  level 
or  rolling  lands  are  unbroken  by  mountain  barriers.  Its 
oil  wells  and  its  timber  in  the  east  are  valuable  resources, 
but  are  of  little  importance  in  comparison  with  the  great 
agricultural  wealth  of  the  state  whose  farms  now  stretch 
in  almost  unbroken  continuity  westward  nearly  to  the  one 
hundredth  meridian.  The  first  prerequisite  of  railway 
rates  in  Texas  is  that  they  shall  permit  farming  to  be  car- 
ried on  profitably  over  the  widest  possible  territory. 

The  second  condition  to  be  met  in  Texas  rate  making  is 
to  afford  the  agricultural  output  of  the  state  a  ready  and 
cheap  outlet  to  the  Gulf  ports.  The  greater  share  of  its 
chief  crop,  cotton — ^whose  annual  value  averages  $200,000,- 
000 — ^must  be  shipped  abroad,  and  mainly  through  Houston 
and  Galveston.  It  is,  moreover,  the  definite  aim  of  the 
people  of  the  state  to  require  the  railroads  to  construct 
their  rate  schedules  in  such  a  way  as  to  preserve  to  the 
seaboard  cities  the  maximum  share  of  the  commerce  of  the 
state. 

The  third  necessity  as  regards  railway  rates  in  Texas 
has  been  that  the  railways  from  St.  Louis,  the  great  jobbing 
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center,  and  from  Chicago,  Indianapolis,  and  other  large 
sources  of  manufactures  north  of  the  Ohio,  should  give 
shippers  such  rates  as  to  enable  them  to  sell  their  goods 
throughout  the  wide  state  in  competition  with  goods  from 
the  East  brought  to  Galveston  by  steamship  lines  and 
shipped  inland  by  rail.  Likewise,  the  rates  on  shipments 
outbound  must  be  such  as  to  enable  the  railroads  extending 
north  and  northeast  to  secure  a  share  of  the  traffic. 

These  three  conditions  have  been  met  by  the  two  sys- 
tems of  rate  making  prevailing  in  the  state:  (1)  The 
system  of  graded  and  maximum  rates  for  intrastate  traffic ; 
and  (2)  that  of  equal  rates  throughout  Texas  common  point 
territory  for  interstate  traffic.  These  two  plans  of  rate 
adjustment  and  their  economic  results  may  be  briefly  set 
forth: 

(1)  For  traffic  within  the  state,  rates  increase  with,  but 
not  necessarily  in  strict  proportion  to,  distance  for  a  speci- 
fied number  of  miles  beyond  which  the  **  maximum  *'  rate 
applies  to  all  places  without  regard  to  distance.  The 
number  of  miles  through  which  the  charges  are  graded  up 
to  the  maximum  varies  with  different  classes  and  com- 
modities. For  articles  of  the  first  class,  the  maximum  rate 
applies  at  and  beyond  245  miles  from  point  of  shipment; 
for  cotton,  rates  rise  for  160  miles;  for  flour,  hay,  and 
grain,  140  miles ;  and  for  coal,  790  miles. 

The  application  of  this  ^stem  of  graded  and  maximum 
rates  to  cotton,  the  chief  product  of  the  state,  illustrates 
both  the  method  and  the  purpose  of  this  rate  policy.  As 
stated  by  Mr.  McPherson  in  his  book  on  Railroad  Freight 
Rates,  ^*  The  State  Railroad  Commission  has  graded  the 
rates  on  cotton  for  160  miles  from  Houston,  and  established 
a  maximum  rate  of  forty-nine  cents  (per  100  pounds)  for 
any  greater  distance.     The  rate  to  Galveston  is  six  cents 
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per  100  pounds  more,  which  has  the  effect  of  making  a 
rate  of  fifty-five  cents  per  100  pounds  for  all  distances  210 
miles  or  more  from  Galveston.  About  twenty-five  per  cent 
of  the  cotton  which  moves  through  Galveston  is  grown 
within  210  miles  of  Galveston,  so  that  this  basis  means  that 
seventy-five  per  cent  of  the  cotton  produced  in  the  state 
is  carried  to  the  Gulf  at  the  same  rate — the  rate  (made  by 
the  railway  companies)  to  New  Orleans,  for  export,  being 
56i  cents,  which  is  the  Galveston  rate  plus  1^  cents,  the 
amount  of  the  wharfage  charge  at  Galveston.  The  plan- 
tation owner  several  hundred  miles  in  the  interior,  there- 
fore, receives  as  much  for  his  cotton  as  the  grower  withixi 
210  miles  of  the  Gulf.'' 

The  other  characteristic  feature  of  the  rate  structure 
in  Texas  is  that  the  rates  on  interstate  all-rail  traffic,  in- 
bound and  outbound,  are  the  same  to  all  points  within  the 
state,  except  the  western  section  where  population  is  scarce 
and  traffic  light.  The  **  common  point  territory  "  extends 
from  the  Gulf,  Sabine  and  Red  rivers  to  a  line  drawn 
through  Amarillo,  in  the  northwest;  Big  Spring  and  San 
Angelo  in  the  west;  Brady,  Llano,  San  Antonio,  Laredo, 
and  Corpus  Christi.  With  the  exception  of  the  lower 
through  rates  from  the  north  to  Houston  and  the  Gulf 
than  are  given  to  intermediate  stations,  the  rail  rates  on 
interstate  traffic  are  the  same  throughout  this  wide  terri- 
tory. 

This  policy  of  rate  making  was  adopted  to  enable  the 
all-rail  lines  connecting  Texas  with  Kansas  City,  St.  Louis, 
the  cities  north  of  the  Ohio,  and  in  the  East,  to  compete 
with  the  rates  by  water  and  rail  from  the  East  via  the  Gulf 
ports.  St.  Louis  is  the  exterior  trade  center  from  which 
Texas  receives  large  quantities  of  manufactures  and  sup- 
plies, some  of  which  originate  at  St.  Louis,  but  more  of 

436 


SOUTHERN    TERRITORY   AND   TEXAS 

which  are  assembled  there  from  the  industrial  districts 
north  of  the  Ohio  and  Potomac;  and  the  importance  of 
the  trafSc  to  and  fro  between  St.  Louis  and  Texas  has  in- 
creased with  the  rapid  development  of  Dallas,  Port  Worth, 
and  the  whole  northern  part  of  the  state.  The  rivalry  of 
the  ocean  and  rail  routes  via  the  Gulf  and  via  all-rail  lines 
from  the  North  has  been  and  is  so  keen  as  to  compel  the 
railroads  to  grant  equal  interstate  rates  throughout  the 
greater  part  of  the  state. 

Kansas  City  has  the  same  rates  as  St.  Louis  on  traffic 
to  and  from  Texas  common  points.  Memphis  and  New 
Orleans  have  equal  differentials  below  the  St.  Louis  sched- 
ule, ten  cents  a  100  less  for  first-class  goods ;  while  Chicago 
and  other  places  north  and  east  of  St.  Louis  have  definite 
differentials  above  that  city.  On  first-class  freight,  the 
differential  above  St.  Louis  is  eleven  cents  for  Louisville, 
twenty  cents  for  Cincinnati  and  Chicago,  forty  cents  for 
Detroit  and  Cleveland,  and  fifty  cents  for  Pittsburg — 
other  classes  and  special  commodities  having  appropriately 
lower  differentials. 

Interstate  rates  to  and  from  a  place  in  Texas  outside 
the  common  point  territory  are  the  sum  of  the  common 
point  rate  plus  the  amount  of  the  intrastate  graded-and- 
maximum  rate  between  the  boundary  of  the  common  point 
territory  and  the  place  in  question.  Thus  the  highest  rate 
payable  to  or  from  any  town  in  the  state  is  the  sum  of 
the  **  maximum  "  and  the  **  common  point ''  rates. 

The  policy  of  granting  such  a  large  territory  equal 
rates  was  adopted  by  the  railroads  not  by  preference,  but 
because  it  seemed  to  be  the  best  way  to  deal  with  an  other- 
wise uncontrollable  condition  of  competition.  Year  by 
year,  however,  railway  interrelations  become  more  stable, 
and  associated  action  even  among  rail  and  water  carriers 
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becomes  more  effective  in  the  regulation  of  competition. 
Moreover,  the  railways  in  the  Southwest  have  long  felt 
that  the  rates  on  Texas  business  were  unduly  low.  It  is 
not  surprising  that  efforts  are  being  made  to  modify  the 
common-point  i^stem  of  rate  making.  Indeed,  this  has 
been  accomplished  to  some  extent  as  regards  grain  and 
lumber  tariflb.  Grain  enters  the  state  only  from  the  north, 
while  lumber  is  brought  in  mainly  from  Louisiana;  it  has 
thus  been  possible  to  divide  the  state  into  fifteen  districts 
in  making  grain  rates,  and  to  fix  the  charges  on  lumber 
from  east  to  west  according  to  groups  of  cities. 

An  early  abandonment  of  the  Texas  common-point  sys- 
tem of  interstate  rates  is,  however,  not  probable.  The  wide- 
spread agricultural  development  of  the  state  has  been  fos- 
tered by  this  method  of  rate  making,  as  well  as  by  the  intrsr 
state  graded  and  maximum  tariffs.  The  same  is  true  of  the 
distribution  generally  over  the  state  of  jobbing  centers, 
which,  under  present  conditions,  are  to  be  found  about  fifty 
miles  apart;  and  no  one  city  is  able  to  draw  the  jobbing 
trade  to  itself  to  the  detriment  of  other  places.  The  people 
of  the  state  are  in  favor  of  the  maintenance  of  railway  rates 
that  promote  the  general  spread  of  agriculture  and  the  dis- 
tribution of  the  mercantile  trade,  and  will  do  what  they 
can  to  oppose  a  change  in  the  present  railway  rate  policy. 
The  state  can,  of  course,  regulate  interstate  rates  only  indi- 
rectly, and  thus  cannot  compel  the  railroads  to  continue  to 
grant  equal  interstate  rates  to  all  places  in  the  present  com- 
mon-point territory.  A  gradual  modification  of  the  present 
interstate  tariffs  may  be  expected  of  the  carriiers  as  they 
find  an  opportunity  to  exempt  one  kind  of  traffic  after  an- 
other from  the  present  common-point  system  of  rate 
making,  and  the  change  will  be  to  the  advantage  of  the 
carriers. 
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RATE  MAKING  IN  WESTERN  TRUNK  LINE,  TRANS- 
MISSOURI,  AND  SOUTHWESTERN  TERRITORIES 

System  of  adjusting  rates  by  fixed  differentials — Commercial  condi- 
tions out  of  which  this  system  developed — Adjustment  of  rates 
to  the  Missouri  River  crossings  from  and  through  Chicago  and 
St.  Louis — Combinations  of  rates  west-bound  and  east-bound  on 
the  Mississippi  and  Missouri  rivers — Rates  to  Missouri  crossings 
from  Milwaukee,  Peoria,  Cairo,  Memphis,  and  St.  Paul — Adjust- 
ment of  rates  to  St.  Paul  via  Chicago  and  St.  Louis,  and  from 
St.  Paul  to  Missouri  River — Interstate  rates  in  Wisconsin,  Min- 
nesota and  Iowa — East-bound  rates  and  routes  from  region  west 
of  the  Missouri  River — Rates  and  routes  west-bound  from  points 
east  of  Mississippi  to  points  west  of  Missouri  River — Rates  to 
Colorado  and  Utah  "  Common  Points  " — To  Montana  **  Common 
Points  " — References. 

The  characteristic  features  of  the  rate  system  prevail- 
ing in  the  Southern  States  east  of  the  Mississippi  River  are 
the  importance  given  to  basing  points  in  the  determination 
of  competitive  and  local  charges  and  the  far-reaching  influ- 
ence of  water  competition  upon  railroad  rates  throughout 
the  section.  Texas  has  a  unique  system  of  graded  and 
**  maximum  "  rates  upon  intrastate  traffic,  and  is  favored 
with  common  rates  upon  interstate  business  throughout 
most  of  its  wide  area. 

North  of  the  Ohio  and  Potomac  and  east  of  the  Missis- 
sippi River  and  Lake  Michigan  an  entirely  different  rate 
structure  has  been  established.     Here  through  rates  east- 
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and  west-bound  between  the  Eastern  States  and  those  north 
of  the  Ohio  are  based  on  the  Chicago-New  York  rates,  the 
through  charges  obtaining  at  other  places  being,  with  minor 
exceptions,  percentages  of  the  base  rate  determined  by  their 
distance  from  New  York.  The  most  important  modifica- 
tions  of  this  plan  of  rate  making  in  the  territory  of  the 
trunk  lines  are  the  fixed  differentials  to  the  seaboard  cities 
and  the  common  rates,  based  on  New  York,  prevailing 
throughout  New  England  on  through  traffic  to  and  from 
the  central  West. 

West  (Jf  Lake  Michigan  and  of  the  Mississippi  River, 
south  of  the  Wisconsin-Illinois  boundary,  a  third  general 
system  of  railway  charges  has  developed,  the  salient  char- 
acteristic of  which  is  a  general  adjustment  of  rates  by  fixed 
differentials  above  or  below  the  rates  at  the  dominating 
trade  centers  and  main  river  crossings.  This  general  ad- 
justment of  rates  by  fixed  differentials  is  supplemented  to 
some  extent  by  making  the  charges  at  certain  secondary 
competing  points  percentages  of  the  rates  at  a  primary  cen- 
ter of  industry  and  trade.  Moreover,  the  practice  prevails 
of  extending  the  rates  at  a  large  city  where  competition  is 
active  throughout  the  district  of  which  it  is  the  center. 

The  origin  and  persistence  of  the  system  of  rate  differ- 
entials in  the  territory  west  of  Chicago  and  St.  Louis  are 
the  clear  result  of  commercial  forces.  With  the  develop- 
ment of  the  central  West,  Chicago  and  St.  Louis  became  the 
two  most  powerful  rivals  for  the  trade  of  the  upper  Mis- 
sissippi section  and  for  the  entire  Missouri  River  Valley. 
The  first  step  in  the  adjustment  of  the  trade  relations  of 
these  two  cities  was  taken  when  the  competing  railways  by 
which  they  were  connected  with  the  East  agreed  upon  the 
relative  rates  to  be  accorded  the  cities  on  traflBc  to  and  from 
the  Atlantic  seaboard.    This  was  settled  by  the  percentage 
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tariff  sjrstem,  and  St.  Louis  rates  were  made  129  per  cent, 
later  116  per  cent,  of  the  Chicago-New  York  charges. 

The  next  step  taken  was  to  establish  such  rates  west 
from  Chicago  and  St.  Louis  as  would  allow  goods  through 
or  from  either  city  to  be  sold  under  equally  favorable  con- 
diticHis  in  all  Missouri  River  cities  from  Kansas  City  to 
Omaha.    To  do  this  two  rate  adjustments  were  necessary: 

(a)  The  rates  from  Chicago  to  the  Missouri  River  were 
made  higher  than  the  rates  from  St.  Louis  by  fixed  differ- 
entials, formerly  higher  than  at  present,  but  now  ranging 
from  twenty  cents  a  hundred  pounds  for  first  class  to  five 
cents  for  fifth  class.  This  offset  the  higher  rates  paid  by 
St.  Louis  and  other  Mississippi  River  points  on  goods  to  and 
from  the  East. 

(6)  The  through  rates  between  the  East  and  the  several 
Missouri  River  crossings  were  made  the  same  via  Chicago 
and  St.  Louis.  These  adjustments  not  only  permitted  both 
Chicago  and  St.  Louis  to  trade  at  and  beyond  the  Missouri 
River,  but  also  enabled  the  cities  on  that  river  to  engage 
under  like  conditions  in  the  trade  with  the  vast  section  of 
country  to  the  west  and  southwest  of  the  Missouri. 

Rates  on  east-  and  west-bound  traffic  between  the  East 
and  the  Missouri  River  and  places  farther  west — although 
adjusted,  as  here  explained,  with  reference  primarily  to  the 
Chicago  and  St.  Louis  charges — are  in  fact  combinations  of 
the  rates  to  and  beyond  the  Mississippi  River.  Historical 
reasons  account  for  this.  Railroads  reached  the  Mississippi 
some  time  before  that  stream  was  bridged.  The  railroads 
from  the  East  terminated  at  the  east  bank,  those  to  and 
from  the  West,  usually  owned  by  different  companies,  at 
the  west  side  of  the  river.  Traffic  and  cars  were  ferried 
across  the  stream.  Thus  rates  on  traffic  in  each  direction 
were  made  to  and  from  the  river,  and  through  charges  were 
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combinations  on  the  crossings.  The  same  facts  were  true 
of  the  Missouri  River.  In  course  of  time  both  streams  were 
spanned  by  railway  bridges  at  all  crossings,  and  through 
lines  from  Chicago,  as  well  as  from  St.  Louis,  to  the  Rocky 
Mountains  came  to  be  operated,  each  under  a  single  man- 
agement ;  but  the  previous  practice  of  making  rates  by  com- 
binations on  the  river  crossings  continued. 

The  rates  each  way  between  the  region  west  of  the  Mis- 
souri River  and  the  section  east  of  the  Mississippi — Denver 
to  New  York,  for  instance — are  the  combination  of  three 
rates — ^those  east  of  the  Mississippi,  those  between  the  riv- 
ers, and  those  west  of  the  Missouri.  It  does  not  necessarily 
follow  from  this  that  the  through  charge  is  the  sum  of  the 
three  locals — it  would  ordinarily  be  less  than  such  an 
amount — but,  whatever  the  through  rate  is,  the  lines  east 
of  the  Mississippi,  those  west  of  the  Missouri,  and  those 
connecting  the  rivers  each  take  a  **  proportional  '*  corre- 
sponding closely  to  the  ratios  of  the  three  rates  combined 
in  the  through  charge. 

Cities  along  the  Missouri  River  from  Kansas  City  to 
Omaha  are  reached  from  the  East  not  only  by  railroads 
crossing  the  Mississippi  at  St.  Louis,  but  also  by  lines  cross- 
ing that  river  at  various  more  northerly  points.  Some  of 
these  lines  pass  through  Chicago,  others  lie  to  the  south 
of  Chicago,  while  others  extend  westward  from  Milwaukee. 
The  competition  of  the  many  lines  made  it  necessary  (a) 
to  grant  the  same  rates  to  the  Missouri  River  points,  from 
Kansas  City  to  Omaha,  via  all  Mississippi  crossings  from 
.  St.  Louis  to  Dubuque,  inclusive,  and  (6)  to  make  the  rates 
equal  from  all  Mississippi  River  crossings,  St.  Louis  to  Du- 
buque, the  same  to  all  points  on  the  Missouri  from  Kansas 
City  to  Omaha,  inclusive. 

The  short  lines  between  the  Mississippi  and  Missouri 
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rivers  are  about  200  miles  long,  that  from  Hannibal  to  St. 
Joseph  being  196  miles  and  that  from  Hannibal  to  Kansas 


Chart  I. 


City  199  miles.    From  St.  Louis  to  St.  Joseph  is  302  miles 
and  to  Kansas  City  277  miles.    The  distance  between  the 


fU«aiMC(rv 


Chart  II. 


rivers  across  Iowa  is  approximately  350  miles,  while  for 
diagonal  interstate  routes,  as  from  Dubuque  to  Kansas  City 
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or  St.  Louis  to  Omaha,  the  lines  are  still  longer.    The  dis- 
tance from  St.  Louis  to  Omaha  by  the  Missouri  Pacific  Bail- 
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Chart  III. 

way  through  Missouri,  Kansas,  and  Nebraska  is  488  miles, 
while  by  the  Illinois  Central  thronjrh  Illinois  and  Iowa  the 
lino  is  703  miles.     (Consult  Charts  I,  II,  and  III.) 
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On  first-class  freight  the  rate  from  Dubuque,  St.  Louis, 
and  intermediate  crossings  to  Omaha,  Kansas  City,  and 
places  on  the  Missouri  between  them  is  sixty  cents  per  hun- 
dred pounds ;  from  Chicago  to  these  Missouri  crossings  the 
first-class  charge  is  eighty  cents.  On  fifth-class  goods  the 
inter-river  rate  is  twenty-seven  cents  and  the  rate  from 
Chicago  thirty-two  cents.  The  same  principle  applies  to 
rates  on  traffic  east-bound  from  the  Missouri  River. 

The  rates  from  numerous  places  to  the  Missouri  are  ad- 
justed with  reference  to  the  charges  from  Chicago  and  St. 
Louis.  Milwaukee  rates  are  on  a  par  with  those  to  and  from 
Chicago.  From  Peoria  to  the  Missouri  River,  Omaha  to 
Kansas  City,  the  first-class  rate  is  ten  cents  under  Chicago 
and  ten  cents  above  St.  Louis.  The  rates  from  Chicago, 
Peoria,  and  St.  Louis  to  Sioux  City  are  the  same  as  from 
Chicago  to  Omaha — eighty  cents,  first  class ;  to  Sioux  Falls 
the  charges  are  four  per  cent  above  those  to  Sioux  City. 
From  Memphis  to  Kansas  City  the  rates  are  the  same  as 
from  Chicago;  to  other  Missouri  River  crossings  the  Mem- 
phis rates  are  two  cents,  first  class,  above  those  from  Chi- 
cago. Cairo  has  the  Chicago  rates  to  all  the  lower  Missouri 
River  crossings,  Kansas  City  to  St.  Joseph,  with  a  two-cent 
higher  rate,  first  class,  to  Nebraska  City  and  Council  Bluffs. 

The  first-class  rates  to  the  several  Missouri  River  cross- 
ings from  Chicago,  Peoria,  Cairo,  Memphis,  and  from  St. 
Louis  and  Dubuque,  are  stated  on  the  accompanying  Chart 
IV.  This  map  also  indicates  the  adjustment  of  rates 
as  between  St.  Paul  and  Chicago,  concerning  which  a  word 
of  explanation  is  necessary. 

The  railroads  connecting  St.  Paul  and  Minneapolis  with 
the  East  by  way  of  Chicago  are  obliged  to  make  rates  in 
competition  both  with  the  lakes-and-rail  route  via  Duluth 
and  Superior  and  with  the  Canadian  all-rail  lines.    TrafBo 
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is  also  handled  between  the  Twin  Cities  and  th^  East 
through  St.  Louis;  and  another  element  complicating 
the  situation  is  that  St.  Paul  and  Minneapolis,  being 
important  manufacturing  and  distributing  centers,  are  in- 
terested not  only  in  trade  with  the  East,  but  also  in  trade 
with  the  cities  on  the  Missouri  and,  through  them,  with  the 
region  to  the  west  and  south  of  that  river. 

This  complex  problem  of  rate  making  was  solved  by 
adjusting  the  rates  between  Chicago  and  Minneapolis  partly 
with  reference  to  the  Chicago-Omaha  charge  and  partly 
with  regard  to  the  rates  prevailing  over  the  lake-and-rail 
and  the  Canadian  all-rail  lines.  The  local  rate  on  first- 
class  traflSc  from  Chicago  to  Minneapolis  is  60  cents,  three 
fourths  of  the  Chicago-Omaha  rate;  but  on  other  classes 
the  ratios  vary  somewhat.  The  Chicago-Minneapolis  share 
of  the  through  rates  on  business  originating  in  Eastern 
Trunk  Line  territory  is  much  lower  than  the  local  rate  from 
Chicago  to  Minneapolis.  This  is  due  to  the  competition  of 
both  the  lake-and-rail  routes  and  Canadian  all-rail  lines 
with  the  railway  lines  through  Chicago.  The  present  pro- 
portional rates  from  Chicago  to  St.  Paul  and  Minneapolis 
on  through  traflSc  from  the  East,  governed  by  the  OflBcial 
Classification,  are: 


Class 

1 
40 

2 

3 

4 

5 

6 

Cents 

34 

26 

18 

16 

13 

The  rates  between  the  Twin  Cities  and  St.  Louis  are 
five  per  cent  above  the  Chicago-St.  Paul  tariffs ;  while  the 
following  rates  prevail  from  St.  Paul  and  Minneapolis  to 
the  Missouri  River  crossings:  To  Sioux  Falls  and  Sioux 
City  the  same  rates  as  to  Chicago ;  to  Omaha  and  Nebraska 
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City  the  charges  are  equal  to  the  rates  from  Chicago  to 
those  cities;  and  to  St.  Joseph,  Atchison,  Leavenworth, 
and  Kansas  City  five  cents,  first  class,  above  the  rates  from 
Chicago  to  those  crossings.  The  adjustment  of  rates  to  and 
from  St.  Paul  and  Minneapolis  is  partly  by  percentages 
and  partly  by  fixed  differentials. 

The  adjustment  of  rates  on  interstate  traffic  to  and 
from  "Wisconsin,  Minnesota,  and  Iowa  are  made,  to  a  large 
extent,  with  reference  to  Chicago-St.  Paul  or  St.  Louis-St. 
Paul  rates.  '*  Duluth  takes  fixed  arbitraries  above  St.  Paul. 
The  intervening  territory  in  Wisconsin,  between  Milwau- 
kee and  St.  Paul,  is  built  on  arbitraries  over  either  Chicago, 
Milwaukee,  or  St.  Paul. ' '  *  Another  chain  of  relationships 
starts  with  the  St.  Louis-St.  Paul  tariflfe.  The  rates  from 
St.  Louis  to  Des  Moines  are  adjusted  with  reference  to  the 
rates  from  St.  Louis  to  St.  Paul ;  the  rate  from  Chicago  to 
Des  Moines  is  closely  related  to  the  rate  from  St.  Louis  to 
that  city ;  and  the  rates  from  Chicago  to  interior  points  in 
Iowa,  such  as  Cedar  Rapids,  Ottumwa,  and  Marshalltown, 
are  adjusted  with  reference  to  the  rates  from  Chicago  to 
Des  Moines. 

The  rates  referred  to  thus  far  in  this  chapter  have  been 
given  as  those  from  one  city  to  another;  but  it  is  the  gen- 
eral practice  in  rate  making  to  apply  the  tariffs  of  impor- 
tant towns  to  considerable  districts.  With  the  basing  points 
are  grouped  adjacent  cities  and  towns.  The  Burlington, 
Iowa,  rates,  for  instance,  are  applied  to  towns  as  far  distant 
Bs  Davenport,  Iowa,  and  Moline,  111.  Alton  takes  the  St. 
Louis  schedule.  A  change  in  rates  from  Chicago  to  Omaha 
would  alter  any  to  Lincoln,  Neb. 

» R.  Mather,  "How  the  States  Make  Interstate  Rates,"  in  Annals, 
American  Academy ^  vol.  xxxii,  p.  110  (July,  1908). 
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Tlie  wide  section  of  country  west  and  southwest  of  the 
Missouri,  including  the  states  between  the  river  and  the 
mountains  and  those  of  the  eastern  half  of  the  Cordilleran 
plateau,  is  connected  with  the  East  by  numerous  routes 
and  combinations  of  lines,  direct  and  circuitous.  Montreal 
and  Galveston  are  competitors  for  the  traffic  of  Helena,  Salt 
Lake  City,  or  Santa  Pe.  The  mountain  and  plains  states 
ship  and  receive  tonnage  by  perplexing  combinations  of  all- 
rail,  lake-and-rail,  and  ocean-and-rail  routes  in  a  manner 
suggested  by  the  lines  on  Chart  V. 

The  main  traffic  east-bound  from  the  Dakotas,  Nebraska, 
Kansas,  and  Oklahoma  consists  of  grain  and  live  stock. 
From  the  next  tier  of  states  come  cattle,  fruits,  and  min- 
erals. The  grain  traffic  is  largest,  and  is  highly  competi- 
tive, and  *'  there  is  no  more  sensitive  adjustment  in  exist- 
ence than  grain  rates.''*  They  must  be  so  adjusted  that 
the  grain  from  all  over  the  Northwest  and  Southwest  may 
reach  eastern  markets  at  practically  equal  costs.  **  Broadly 
speaking,  the  rates  are  so  adjusted  on  grain  from  an  initial 
shipping  point  of  the  West  that  the  local  rate  to  Kansas 
City  plus  the  through  rate  from  Kansas  City  to  the  East, 
the  local  rate  to  Omaha  plus  the  through  rate  from  Omaha 
to  the  East,  the  local  rate  to  Chicago  plus  the  through  rate 
from  Chicago  to  the  East,  and  the  local  rate  to  St.  Louis 
plus  the  through  rate  from  St.  Louis  to  the  east,  shall 
aggregate  the  same  total.'*  *  Of  course,  the  through  grain 
rates  from  west  of  the  Missouri  River  to  destinations  east 
of  the  Mississippi  are  combinations  of  rates  to  the  Missouri, 
from  that  river  to  the  Mississippi,  and  from  thence  east- 
ward, each  of  these  three  parts  of  the  through  line  receiv- 
ing the  stipulated  **  proportional  "  of  the  reduced  through 

1 R.  Mather,  Anriala  Ibid.,  p.  113 . 

s  L.  G.  McPherson,  *'  Railroad  Frdght  Rates,"  p.  122« 
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tariff.  When  the  grain  moves  from  the  XcMlhwest  to 
Chicago  the  combination  of  rates  is  on  Chicago;  when  from 
the  Southwest  through  St.  Louis,  Cairo,  or  Memphis,  the 
combination  is  on  the  Mississippi  River  crossing. 

In  the  Southwest — ^^lissouri,  Kansas,  Oklahoma,  Arkan- 
sas, and  Texas — the  railroads  to  Galveston  and  New  Orleans 
compete  for  the  com  and  wheat  traffic  against  the  lines 
to  the  East  via  Kansas  City  or  St.  Louis.  At  times  this 
competition  has  led  to  active  rate  wars.  At  present  the 
export  rate  on  wheat  is  five  cents  a  hundred  pounds  less 
via  the  Gulf  ports  than  via  Baltimore,  the  rates  through 
Philadelphia,  New  York,  and  Boston  being  higher  than  those 
through  Baltimore  by  the  amount  of  the  seaboard  differ- 
entials on  grain  traffic.  In  the  Northwest  the  Canadian 
lines,  all-rail  and  lake-and-rail,  to  Montreal  are  competitors 
of  the  American  rail  and  lake-and-rail  routes,  and  the  rates 
are  necessarily  so  adjusted  as  to  keep  the  through  export 
rates  to  Europe  practically  the  same  by  all  gateways. 

The  rates  from  the  Mississippi  River  and  points  east 
thereof  to  the  region  beyond  the  Missouri  River  have  now 
to  be  considered.  Ordinarily  the  rates  to  places  in  Ne- 
braska, beyond  the  relatively  small  section  taking  the 
Omaha  tariffs,  are  combinations  of  the  charges  to  Omaha 
plus  the  local  from  there  westward.  Similarly,  points  in 
Kansas  west  of  those  taking  the  Kansas  City  rates  are 
charged  the  rate  to  Kansas  City  plus  the  local  to  destina- 
tion. But  the  through  rates  from  St.  Louis  to  the  larger 
towns  in  Kansas,  such  as  Wichita,  are  a  percentage  of  the 
combination — i.  e.,  of  the  rate  to  Kansas  City  plus  the  local 
from  there  on.  Some  railroads  running  from  St.  Louis  to 
Kansas  points  without  passing  through  Kansas  City  have 
through  rates  as  low  as  eighty  per  cent  of  the  combination 
on  Kansas  City.    In  general,  however,  the  rates  to  places 
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west  of  the  Missouri  as  far  as  Denver  are  fixed  by  combin- 
ing rates  to  and  beyond  the  Missouri  crossings. 

The  rates  to  and  from  Denver  are  applied  to  Colorado 
Springs,  Pueblo,  and  Trinidad,  the  same  rates  to  these 
Colorado  common  points  being  made  necessary  from  the 
fact  that  these  cities  are  served  by  lines  through  them  from 
the  north  southward  and  from  the  south  northward.  The 
rates  on  first-class  traflBc  from  Chioago  to  Colorado  com- 
mon points  are  twenty  cents  above  those  from  St.  Louis 
and  other  Mississippi  crossings  and  eighty  cents  above  those 
from  the  Missouri  crossings. 

The  traffic  between  Colorado  and  the  north  Atlantic 
seaboard  is  in  part  handled  by  sea-and-rail  lines  through 
Charleston  and  Savannah  and  through  Galveston.  **  Mer- 
chandise for  this  western  territory  moves  from  the  East  by 
every  conceivable  route.  Every  all-rail  line  and  every  con- 
ceivable combination  of  rail  lines  publish  the  rates.  During 
lake  navigation  daily  boats  carry  this  merchandise  to  Chi- 
cago, Milwaukee,  and  the  head  of  the  lakes.  It  is  handled 
by  steamer  in  connection  with  rail  lines  from  every  South 
Atlantic  port  from  Norfolk  to  Jacksonville.  There  is  a 
steamer  load  dispatched  daily  from  New  York  and  given  to 
the  rail  lines  at  the  port  of  Galveston,  Tex.''  ^ 

The  ocean-and-rail  routes  through  Charleston  and  Sa- 
vannah and  also  those  via  the  Gulf  compete  with  the  all- 
rail  and  lake-and-rail  lines  between  Colorado  and  the  East ; 
and,  in  order  to  obtain  tonnage  for  their  more  circuitous 
routes,  the  lines  through  the  South  Atlantic  and  Gulf 
ports  made  through  differential  rates  less  than  those 
charged  by  the  railroads  through  Chicago  and  St.  Louis 
by  thirty-nine  cents  per  hundred  pounds  on  first-class  and 

'  R.  Mather,  Annals  Ibid.,  p.  112. 
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by  ten  cents  on  fourth-class  goods.  The  ocean-and-rail  lines 
via  Galveston  charge  the  same  through  rates  as  do  those 
through  Charleston  and  Savannah. 

In  the  region  west  of  the  Colorado  common-point  terri- 
tory, rates  are  determined  by  adding  the  local  rates  to  and 
from  the  Colorado  common  points — i.  e.,  the  rates  between 
Leadville  and  Chicago  are  made  by  combination  on  Denver 
or  Pueblo.  This  system  prevails  until  Salt  Lake  City  and 
the  other  Utah  common  points  (Ogden  to  Spanish  Fork, 
inclusive)  are  reached.  Here  rail  charges  to  and  from  the 
East  have  to  be  made  in  competition  with  those  by  water 
and  rail  from  New  York,  via  San  Francisco,  to  Utah.  Other 
forces  also  influence  the  rates  to  Utah  common  points :  They 
must  not  exceed  the  rates  accorded  Montana  common  points, 
there  being  competition  between  the  two  common  point  ter- 
ritories for  the  trade  of  the  intervening  section.  Further- 
more, the  through  rates  to  Utah  common  points  must  be 
less  than  the  sum  of  the  rates  to  Colorado  couuiion  points 
plus  the  local  rates  from  those  cities  to  the  Utah  common 
points,  in  order  to  enable  both  the  Colorado  and  the  Utah 
cities  to  compete  for  the  trade  of  the  intervening  territory. 
Thus,  the  rates  to  Utah  common  points  are  subject  to  so 
many  forces  as  to  make  them  largely  independent  of  the 
rates  accorded  Colorado  points.  At  the  present  time,  the 
rates  to  and  from  the  Utah  common  points  exceed  the  tariffs 
at  the  Colorado  common  points  by  $1.05  per  hundred 
pounds,  first  class,  and  sixty-eight  cents,  fifth  class.  The 
rates  to  the  Utah  common  points  from  Chicago  are  higher 
than  those  from  St.  Louis  and  other  Mississippi  River 
crossings  by  the  usual  differentials. 

In  Montana  the  most  important  cities,  Butte,  Anaconda, 
Helena,  and  Great  Falls,  are  grouped  as  eoujmon  points. 
The  distances  to  them  from  Chicago  and  St.  Louis  are 
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practically  equal  and  the  rates  are  the  same.  In  Wyoming 
and  Montana  generally  the  rates  are  so  adjusted  as  to  per- 
mit trade  to  be  carried  on  under  equal  conditions  with 
Denver  and  Salt  Lake  City. 

At  Santa  Fe  and  Albuquerque,  N.  M.,  all-rail  rates  are 
fixed  in  competition  with  those  offered  by  the  rail-and-sea 
line  through  Galveston.  To  and  from  stations  west  of 
Albuquerque,  in  New  Mexico,  and  eastern  Arizona  rates  on 
traffic  from  and  for  the  East  are  combinations  on  Albu- 
querque of  local  and  through  tariffs. 

The  Texas  local  and  interstate  rates  were  explained  in 
the  preceding  chapter.  Throughout  the  Texas  common- 
point  territory,  which  includes  most  of  the  state,  the  rates 
to  and  from  Kansas  City  and  St.  Louis  are  the  same,  while 
Chicago,  Louisville,  Cincinnati,  Detroit,  Cleveland,  and 
Pittsburg  have  fixed  differentials  above  the  St.  Louis 
charges.  The  Memphis  and  New  Orleans  rates  to  and  from 
Texas  common  points  are  equal,  and  ten  cents,  first  class, 
under  the  St.  Louis  rates. 

In  the  last  few  years  an  interesting  rate  relationship 
has  developed  among  the  larger  points  in  Arkansas  and 
Oklahoma.  Little  Rock  is  in  strong  competition  with 
Memphis.  The  rates  to  Memphis  are  in  the  main  con- 
trolled by  water  competition.  In  order  that  Little  Rock 
may  do  a  fair  share  of  business  in  the  territory  inter- 
mediate between  it  and  Memphis,  the  rates  to  Little 
Rock  are  below  the  plane  which  they  would  otherwise 
occupy.  Farther  west,  Fort  Smith  competes  with  Little 
Rock  in  intermediate  territory.  As  a  result  the  rates  to 
Fort  Smith  are  made  differentials  hijihtr  than  those  to 
Little  Rock,  ten  cents  on  less-than-car-load  and  seven  cents 
on  the  car-load  classes.  Muskogee  and  McAlester,  Oklahoma, 
points  to  the  westward  of  Fort  Smith,  also  compete  with 
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the  latter  point,  and  rattti  to  IkluHkogee  and  AIcAlester  bave 
been  constructed  on  differentials  in  varying  amounts  over 
Port  Smith.  At  Oklahoma  City,  the  rates  are,  for  the  most 
part,  the  mean  between  the  rates  from  St.  Louis  to  Wichita 
and  those  from  St.  Louis  to  Texas  common  points,  with 
the  exception  that,  on  account  of  the  competition  between 
Port  Smith  and  Oklahoma  City,  the  rates  to  Oklahoma  City 
are,  in  some  instances,  made  lower  than  the  mean  between 
the  St.  Louis-Texas  and  the  St.  Louis-Wiehita  rates. 

The  details  presented  in  this  chapter  are  quite  sufficient 
to  indicate  the  intimate  interdependence  of  railway  rates 
throughout  the  wide  territory  from  Chicago  and  St.  Louis 
west  to  Helena  and  Salt  Lake  City  and  southwest  to  Texas 
and  Arizona.  An  adjustment  of  railway  rates  has  been 
worked  out  that  permits  the  entire  region  to  develop  simul- 
taneously and  harmoniously,  and  which  secures  to  each  of 
the  main  trade  centers  the  commerce  to  which  it  is  entitled 
by  location  and  natural  advantages.  With  the  economic 
progress  of  this  rapidly  growing  part  of  the  United  States 
minor  readjustments  of  railway  charges  are  made  neces- 
sary; and  these,  for  the  most  part,  are  made  by  establishing 
fixed  difEerentials — a  plan  of  rate  making  which  experience 
has  proven  to  be  in  harmony  with  the  economic  needs  of  the 
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CHAPTER   XXIV 

TRANSCONTINENTAL  FREIGHT  RATES 

Competition  of  water  and  rail  routes  between  our  Atlantic  and  Pa- 
cific seaboards — General  effect  upon  transcontinental  rail  rates 
, — Main  features  of  transcontinental  rate  system — Eastern  "  Rate 
Groups  " — Definitions  of  terms  used  in  transcontinental  tariffs — 
Class  rates,  west-bound  and  east-bound — West-bound  commodity 
rates  to  North  Pacific  Coast  terminals  and  intermediate  points 
— West-bound  commodity  rates  to  California  and  points  in 
Nevada  and  Utah — East-bound  commodity  tariffs — Rates  on 
fresh  fruits  and  vegetables — Ea,8t-bound  tariffs  on  lumber  and 
shingles — Criticism  of  the  transcontinental  rate  system — Ref- 
erences. 

OCEAN-AND-RAIL  AND  INTERRAILWAY   COMPETITION 

Between  the  eastern  and  western  seaboards  of  the 
United  States  trafBe  is  handled  by  actively  competing  rail 
and  ocean  carriers.  There  are  two  steamship  lines  engaged 
in  the  trade,  the  one  handling  the  larger  share  of  the  ocean 
tonnage  being  the  American-Hawaiian  Steamship  Company, 
operating  by  way  of  the  Isthmus  of  Tehuantepec,  and  the 
railroad  across  that  divide.  This  company  began  operations 
in  1900;  and,  until  the  beginning  of  1907,  its  vessels  went 
around  South  America  through  the  Straits  of  Magellan. 
Even  by  that  circuitous  route,  its  traffic  grew  steadily, 
reaching  115,000  tons  in  1906;  and  after  the  shorter  course 
by  way  of  the  Isthmus  of  Tehuantepec  was  adopted  busi- 
ness increased  more  rapidly,  the  tonnage  being  about 
250,000  for  1909. 
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The  ocean  route  via  the  Isthmus  of  Panama  was  actively 
used  after  the  completion  of  the  Panama  Railroad  in  1855. 
At  the  present  time  the  steamers  from  New  York  to  Colon 
and  the  railway  across  the  Isthmus  are  obliged  to  reserve 
a  large  share  of  their  capacity  for  the  traffic  created  by 
the  construction  of  the  canal.  The  shipments  by  rail  across 
Panama,  in  1908,  amounted  to  381,258  tons  of  ^'  through 
commercial  traffic,'*  including  traffic  in  both  directions. 

Until  near  the  close  of  the  last  century,  sailing  vessels 
were  run  regularly  between  New  York  and  San  Francisco, 
around  Cape  Horn,  but  in  1898  the  sailing  vessels  were  sold 
and  their  former  owners  started  the  American-Hawaiian 
Steamship  Line.  Consequently,  the  sailin:^  traffic  around 
the  Horn  since  1900  has  been  limited  to  that  carried  in 
chartered  vessels,  of  which  a  few  are  dispatched  each  year. 

Railway  traffic  from  seaboard  to  seaboard  has  to  be 
taken  at  rates  fixed  in  competition  with  water  carriers,  and, 
because  of  the  competition  of  the  industries  located  between 
the  Alleghany  Mountains  and  the  Missouri  River  with 
those  located  in  the  eastern  seaboard  states,  it  has  been 
found  necessary  to  make  the  west-bound  rates  on  most  com- 
modities the  same  from  all  places  east  of  the  Missouri  River 
to  all  the  ports  on  the  Pacific  coast  of  the  United  States. 
At  one  time  the  Pacific  coast  states  secured  most  of  their 
manufactured  goods  and  supplies  from  the  section  east  of 
the  Alleghanies,  but  with  the  growth  of  manufactures  in 
the  central  West  an  increasing  share  of  the  west-bound 
trade  has  originated  in  and  west  of  the  Pittsburg  district. 
At  the  present  time  it  is  estimated  that  nearly  two  thirds  of 
the  purchases  made  by  the  people  of  the  Western  States  are 
made  in  the  central  West — Pittsburg,  Chicago,  St.  Louis, 
the  Missouri  River  cities,  St.  Paul,  Minneapolis,  and  the 
numerous  other  centers  of  trade  and  industry. 
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Being  required  by  water  competition  to  make  especially 
low  rates  from  the  Atlantic  seaboard  to  the  West,  it  is 
natural  to  suppose  that  the  railways  would,  in  spite  of  the 
shorter  haul,  charge  higher  rates  to  the  Pacific  from  Pitts- 
burg, St.  Louis,  and  other  interior  cities  than  from  New 
York,  but  the  adoption  of  that  policy  of  rate  making  was 
prevented  by  two  forces :  the  necessity  of  placing  the  indus- 
tries of  the  central  West  and  the  East  on  a  parity  as  regards 
the  western  trade,  and  the  insistence  of  the  railways  orig- 
inating  at  Chicago,  St.  Louis,  and  the  Missouri  River  upon 
rates  that  would  enable  the  central  West  to  ship  goods  in 
large  quantities  by  direct  rail  lines  to  the  west  coast  and  to 
the  intermediate  region  tributary  thereto.  Thus  the  rivalry 
of  railways  and  ocean  lines  at  the  Atlantic  seaboard,  of  the 
railways  of  the  West  with  those  of  the  East,  and  the  indus- 
trial competition  of  the  Mississippi  Valley  with  New  Eng- 
land and  the  Middle  Atlantic  states  unite  to  require  the 
application  of  common  rates  on  west-bound  traffic  over  a 
wide  area.  The  major  share  of  the  transcontinental  ton- 
nage, west-bound,  and  probably  east-bound,  is  subject  to 
tariffs  which  blanket  all  or  most  of  the  territory  east  of  the 
Missouri  River. 

In  the  Pacific  coast  states  and  in  the  section  within  a 
thousand  miles  of  the  Pacific  the  industrial  and  trade  con- 
ditions are  unlike  those  in  the  eastern  third  of  the  United 
States.  In  the  West  the  large  cities  and  trade  centers  are 
on  or  near  the  coast.  The  cities  in  the  mountain  states 
adjacent  to  the  states  along  the  Pacific  cannot  become  in- 
dustrial and  trade  rivals  of  the  seaboard  cities.  Accord- 
ingly, it  is  not  necessary  for  the  transcontinental  railways 
to  apply  to  the  intermediate  mountain  towns  the  low  rates 
granted  to  the  seaboard  terminals  to  meet  the  competition 
of  the  ocean  lines;  and  in  most  instances  the  west-bound 
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rates  to  intermediate  towns  several  hundred  miles  east  of 
the  Pacific  coast  are  higher  than  the  through  rates  for  the 
longer  haul.  Likewise,  but  to  a  less  degree,  the  rates  east- 
bound  are  higher  from  the  intermediate  towns  than  from 
the  seaboard  terminals. 

The  practice  of  making  higher  rates  to  intermediate 
towns  has  been  upheld  by  the  Supreme  Court  and  the  In- 
terstate Commerce  Commission.^  The  prohibition  of  a 
higher  charge  for  an  intermediate  shorter  haul  is  made  ab- 
solute in  the  Mann-Elkins  Act  of  1910,  which,  however, 
allows  the  commission  to  permit  the  carriers,  upon  applica- 
tion, to  maintain  a  higher  charge  for  the  short  haul  if  neces- 
sity can  be  proven. 

MAIN   FEATURES    OP    THE    TRANSCONTINENTAL   RATE    SYSTEM 

Out  of  the  industrial  and  transportation  conditions  here 
briefly  outlined  has  developed  the  fourth  general  system  of 
rate  making  in  the  United  States — that  of  the  transconti- 
nental railways.  The  three  main  features  of  this  rate 
system  as  it  has  been  applied  to  traffic,  west-bound  and  east- 
bound,  are  as  follows : 

1.  Blanket  or  common  rates  on  west-bound  transconti- 
nental trafSc  from  most  points  east  of  the  Missouri  River. 
This  is  true  of  both  class  and  commodity  tarifib,  but,  as 
will  appear  as  the  discussion  proceeds,  there  are  numerous 
exceptions  made  to  the  general  policy  of  blanketing  rates 
from  the  territory  east  of  the  Missouri.  Upon  some  com- 
modities the  rates  east-bound  from  the  Pacific  coast  are  the 

>  Consult  the  decision  of  the  Commission  in  Railroad  Commission  of 
Nevada  vs.  Southern  Pacific  Company  et  cd.  The  decision  is  reprinted 
in  full  in  Appendix  II,  Volume  II  of  this  book.  It  contains  a  concise 
account  of  rate-making  to  and  from  "intermediate"  and  "terminal'' 
points  in  the  West. 
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same  to  all  places  east  of  the  Missouri,  and  on  more  articles 
common  rates  prevail  to  places  east  of  the  Miasi^ippi,  but 
the  blanketing  of  rates  is  less  general  upon  east-bound  than 
upon  west-bound  ehipments. 

2.  Upon  east-bound  traffic,  and  to  a  less  extent  upon 
that  toward  the  west,  graded  zone  tariffs  have  been  estab- 
lished. The  places  east  of  the  Rocky  Mountains  are  classi- 
fied in  ten  "  rate  groups,"  A  to  J.  Upon  the  higher  classes 
of  freight  and  upon  numerous  commodities  the  rates  to  all 
groups  are  the  same,  but  upon  the  lower  classes  and  upon 
most  commodities  the  taril^s  vary  by  rate  groups.  Class 
rates  west-bound  are  practically  identical  with  those  east- 
bound — i.  e.,  graded  for  classes  below  the  third;  and  in 
west-bound  commodity  tariffs  there  are  numerous  instances 
of  grading  by  groups;  but  this  grading  of  commodity  tar- 
iffs west-bound  is  an  exception  to  the  more  general  rule  of 
blanketing  rates  from  points  on  and  east  of  the  Missouri 
River. 

3.  The  rates  west-bound  to  the  intermediate  points  east 
of  the  Pacific  seaboard  terminals  are,  as  a  rule,  higher  than 
the  through  tariffs,  the  higher  charges  being  fixed  by  the 
addition  to  the  through  rates  of  either  fixed  arbitrariea  or 
the  local  rates  back  from  the  terminals,  as  will  be  explained 
presently.  The  rates  east-bound  from  the  intermediate 
points  are  usually  higher  than  from  the  terminals,  although 
many  intermediate  towns  are  given  the  same  rates  as  the 
terminal  cities  enjoy. 

These  three  main  characteristics  and  other  minor  fea- 
tures of  the  transcontinental  system  of  rates  can  best  be 
made  clear  by  a  description  of  the  actual  tariffs  east  and 
west-bound;  but  before  going  further  it  is  necessary  to 
define  or  delimit  the  "  rate  groups  "  among  which  the 
eastern  half  of  the  United  States  has  been  divided. 
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EASTERN  "  BATE  GROUPS,"  A  TO  J 

The  Transcontinental  Freight  JBureau  publishes  for  its 
members  the  east-bound  and  west-bound  tariffs  in  separate 
books ;  and  there  are  two  sets  of  these  tariff  books — one  set 
for  the  lines  to  and  from  California  and  another  for  the 
roads  to  and  from  Oregon  and  Washington.  With  minor 
exceptions,  the  ten  rate  groups  for  the  region  east  of  the 
Rocky  Mountains  are  the  same  in  both  sets  of  tariff  books. 
Both  class  and  commodity  rat^s  in  each  direction  are  given 
for  each  of  the  ten  groups  shown  on  the  map. 

Group  A  in  the  tariff  of  the  lines  to  and  from  California 
includes  two  piers  at  New  York — ^that  of  the  Morgan  Line, 
to  New  Orleans  and  Galveston,  and  that  of  the  Mallory 
Steamship  Company  to  Galveston.  In  the  tariff  of  the 
northern  transcontinental  roads  Group  A  rates  apply  only 
to  the  New  York  pier  of  the  Morgan  Line.  These  tariffs 
apply  to  traflSc  via  Gulf  ports. 

Group  B  rates  cover  all  six  New  England  States. 

Group  C  includes  the  section  north  of  the  Potomac  and 
Ohio  as  far  west  as  Lake  Michigan.  The  cities  in  the  south- 
em  peninsula  of  Michigan  (Mackinaw  City  excepted)  and 
those  of  Indiana  (other  than  a  few  in  the  northwestern  part 
of  the  state)  belong  to  this  group.  Group  C  also  comprises 
such  part  of  the  southeastern  states  ^  as  is  covered  by  the 
groups — i.  e.,  Virginia,  West  Virginia,  and  Kentucky  (Co- 
lumbus excepted),  and  certain  cities  in  Tennessee  and  Ala- 

^  Points  in  the  southeastem  states,  south  of  Virginia,  West  Virginia 
and  Kentucky,  are  not  included  in  the  ten  lettered  rate  groups.  There 
is  a  separate  "West-Bound  Tariff"  (No.  6-D,  effective  March  22, 1910) 
which  will  be  referred  to  later,  ''naming  commodity  rates  from  South- 
eastem Common  Points  to  Pacific  Coast  Terminals."  All  the  trans- 
continental lines  unite  in  this  commodity  tariff  from  southeastern 
common  points. 
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bama  and  Mississippi.  Both  of  the  east-bound  tariffs  con- 
tain a  long  list  of  towns  and  cities  in  eastern  Canada,  and 
the  rates  to  these  places  are  either  Group  C  rates  or  those 
plus  designated  arbitraries. 

Group  D  applies  (with  the  exception  of  Certain  towns) 
to  the  northern  peninsula  of  Michigan  (including  Mackinaw 
City),  to  most  of  Wisconsin  (the  principal  exceptions  being 
points  located  on  or  near  the  Mississippi  River) ;  to  Chi- 
cago, Peoria,  and  other  points  in  Illinois  (except  a  few 
points  located  on  or  adjacent  to  the  Mississippi  River) ; 
and  to  a  few  cities  of  northwestern  Indiana  not  included 
in  Group  C. 

Group  E  includes  the  points  in  Wisconsin  and  Illinois 
not  included  in  Group  D;  points  in  Iowa,  Missouri,  and 
Arkansas  (with  the  exception  of  certain  places  in  the  west- 
ern part  of  those  states) ;  most  points  in  Louisiana;  Colum- 
bus in  Kentucky;  and  Memphis  in  Tennessee.  Group  E 
also  contains  some  256  towns  in  Minnesota,  mainly  in  the 
southeastern  corner  of  the  state. 

Group  P  comprises  AUouez,  Itasca  and  Superior,  Wis. ; 
Duluth,  St.  Paul,  Minneapolis,  Mankato,  and  numerous 
other  places  in  Minnesota  *  north  of  the  points  included  in 
Group  E;  western  Iowa  and  western  Missouri  towns;  the 
main  Missouri  River  towns  in  Nebraska  and  Kansas,  Win- 
nipeg, and  a  few  other  cities  in  western  Canada. 

Group  G  embraces  most  places  in  Nebraska  and  Kansas ; 
the  towns  of  Julesburg  and  Wier,  Col.;  and  a  few  small 
places  in  New  Mexico. 

^  Some  Minnesota  towns  are  in  Group  E,  others  in  Group  F,  and  still 
others  are  outside  of  the  lettered  rate  groups.  There  are  east-bound  and 
west-bound  transcontinental  tariffs  appl^'ing  solely  to  and  from  certain 
points  in  Minnesota,  and  points  in  Manitoba,  North  Dakota,  and  South 
Dakota.  Only  four  South  Dakota  towns  come  within  a  lettered  rate 
group  (G).  North  Dakota  and  Manitoba  are  outside  the  groups. 
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Group  H  includes  all  of  Oklahoma,  and  Group  I  prac- 
tically the  whole  of  Texas ;  while  Group  J  applies  to  eastern 
Colorado  and  to  Cheyenne  and  fifteen  other  places  in 
Wyoming.  / 

These  ten  lettered  rate  groups  were  establislied  January 
1,  1909.^  Prior  to  that  time  east-bound  rates  were  graded 
upward  in  six  successive  '*  territories/'  beginning  with 
(1)  the  Missouri  River  Common  Point  Territory,  and  in- 
cluding (2)  the  Mississippi  River  Common  Points,  (3)  the 
Chicago  and  Common  Points,  (4)  the  Cincinnati,  Detroit, 
and  Common  Points,  (5)  the  Pittsburg,  Buffalo,  and  Com- 
mon Points,  and  (6)  the  New  York,  Boston,  and  Common 
Points  territories.  It  will  be  noted  that  these  six  "  ter- 
ritories *'  did  not  include  the  southwestern  states  nor 
the  region  between  the  Missouri  River  and  the  Rocky 
Mountains. 

Prior  to  1894  the  west-bound  rates  had  to  a  large  extent 
been  graded  by  territories,  but  after  that  year  the  policy 
was  adopted  of  blanketing  the  territory  east  of  the  Mis- 
souri River  as  regards  most  rates.  The  extent  to  which 
class  and  commodity  rates  are  now  blanketed  and  to  what 

^  The  following  statement  regarding  the  adoption  of  rate  groups  is 
from  a  letter  written  to  the  authors,  May  5, 1910,  by  Mr.  R.  H.  Countias, 
Agent  of  the  Transcontinental  Freight  Bureau :  ''The  present  method  of 
publishing  rates  by  Groups  was  adopted  January  1,  1909,  in  order  to 
conform  to  the  requirements  of  the  Interstate  Commerce  Commission. 
It  did  not,  however,  materially  change  the  application  of  the  tariff.  For 
example,  under  the  old  method  of  grouping  points  together  by  territories 
Chicago  was  shown  as  a  point  in  'Chicago  and  Common  Points  Terri- 
tory'; under  the  present  arrangement,  Chicago  is  shown  as  taking 
'Group  D'  rates,  and  substantially  the  same  points  that  were  formerly 
included  with  Chicago  in  the  Chicago  and  Common  Points  Territory  are 
now  grouped  with  Chicago  in  the  points  taking  'Group  D'  rates.  It  is 
simply  a  change  in  the  method  without  any  material  change  in  the 
application  of  the  rates  themselves." 
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extent  graded  will  be  indicated  presently  by  giving  tables 
of  actual  rates. 

DEFINITIONS    OP    TERMS    EMPLOYED    IN     TRANSCONTINENTAL 

TARIFFS 

m 

As  has  already  been  stated,  transcontinental  rates  in- 
clude both  class  and  commodity  tariffs.  There  are  also  spe- 
cial commodity  tariffs.  By  far  the  larger  volume  of  ton- 
nage and,  indeed,  most  articles  are  carried  at  commodity 
tariffs.  The  lines  to  California  publish  class  rates  only  for 
the  through  traffic  to  and  from  the  California  terminals, 
the  articles  at  intermediate  points  and  the  major  portion  of 
those  at  the  terminals  being  charged  commodity  tariffs,  and 
the  class  tariff  applies  only  when  there  is  no  commodity 
rate.  The  lines  to  and  from  the  North  Pacific  Coast  Ter- 
minals have  class  rates  for  traffic  to  and  from  intermediate 
as  well  as  terminal  points--i.  e.,  to  the  relatively  small  part 
of  the  tonnage  that  does  not  move  at  commodity  tariffs. 

The  classification  of  freight  on  the  transcontinental 
roads  is  governed  by  the  Western  Classification,  which,  as 
has  been  explained,  applies  generally  west  of  Lake  Michi- 
gan, Chicago,  and  the  Mississippi  River,  the  Official  and 
Western  classifications  overlapping  in  Illinois.  There  is  no 
special  classification  for  transcontinental  traffic. 

Class  rates  are  **  local  *'  and  **  joint  " — ^terms  which 
require  no  explanation.  Commodity  rates  are  **  local," 
**  joint,"  and  **  proportional."  The  proportional  rate  is 
the  railway  company's  share  of  the  through  rate  on  export 
or  import  traffic. 

With  reference  to  the  western  origin  or  destination  of 
traffic,  there  are  tariffs  to  and  from  (1)  California  Termi- 
nals and  North  Pacific  Coast  Terminals,  (2)  Intermediate 
Points,  and    (3)   Individual  Points,  both  in  the  United 
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States  and  Canada.  Bates  toward  the  east  are  (1)  to  the 
**  rate  groups/'  (2)  to  places  in  eastern  Canada,  and  (3) 
to  points  in  the  southeastern  section  of  the  United  States. 

The  California  and  North  Pacific  Coast  **  Terminals  " 
include  not  only  all  the  seaports  from  San  Diego  to  Van- 
couver, inclusive,  but  also  numerous  places  like  San  Jose, 
Stockton,  Sacramento,  and  Marysville,  some  distance  from 
the  seaboard.  Most  of  the  **  terminals  "  not  on  the  coast 
have  water  communication  with  the  ocean,  and  these  water- 
ways have  caused  the  railways  to  treat  such  inland  towns 
as  terminals.  Indeed,  some  of  them  were  the  first  termi- 
nals— Sacramento,  for  instance,  from  which  the  Central  Pa- 
cific Railroad  started  eastward.  During  recent  years  the 
number  of  towns  classed  as  **  terminals  "  has  been  much 
increased  by  including  the  small  places  near  the  few  large 
ones  that  have  long  been  treated  as  terminals.  The  east- 
bound  tariff  of  1903  names  only  sixteen  Pacific  coast  ter- 
minals in  California,  while  the  tariff  of  1909  lists  ninety- 
seven  terminals.  The  west-bound  tariff  of  the  lines  to 
California  has  the  same  terminals  as  the  east-bound  tariff. 
This,  however,  is  not  true  of  the  tariffs  to  and  from  the 
North  Pacific  Coast  Terminals;  the  last  west-bound  tariff 
names  fifty -eight  terminals,  while  the  east-bound  tariff  ap- 
plies the  terminal  rates  not  only  from  those  fifty-eight  sta- 
tions, but  also  from  about  500  others  in  the  western  part 
of  Oregon,  Washington,  and  British  Columbia.  The  ten- 
dency is  to  enlarge  the  area  over  which  terminal  rates  apply. 

The  **  intermediate  points  "  are  those  located  on  a  di- 
rect line  over  which  trafiic  passes  to  or  from  any  of  the 
'*  terminals."  These  points,  as  well  as  the  terminals,  are 
listed  in  the  tariffs  or  **  circulars  "  issued  by  the  Transcon- 
tinental Freight  Bureau;  and  at  both  intermediate  and 
terminal  points  the  commodity  tariff  covers  most  of  the 
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traffic,  there  being  class  rates  only  ' '  on  shipments  for 
which  no  commodity  rate  is  named." 

In  each  tariff  book  there  are  two  short  lists  of  **  indi- 
vidual points  " — one  list  of  the  places  in  the  Pacific  coast 
states  and  the  other  of  towns  east  of  the  Rocky  Mountains ; 
and  between  places  in  these  lists  special  rates  apply  as  re- 
gards one  or  more  particular  commodities.  The  special 
commodity  rates  are  few  in  number  and  apply  between 
designated  individual  points. 

In  listing  the  terminal  and  intermediate  points  to  which 
the  west-bound  and  from  which  the  east-bound  rates  apply 
the  tariff  books  state  opposite  the  name  of  each  place  listed 
the  joint  line  or  lines  over  which  goods  may  be  shipped.  A 
joint  line  to  or  from  the  West  is  called  a  **  western  gate- 
way.''  The  rates  to  or  from  each  of  the  larger  cities  in  the 
West  apply  by  several  designated  **  western  gateways." 
It  will  be  understood  that  the  rates  in  all  the  tariffs  are  for 
specified  gateways. 

CI^VSS  RATES,   WEST-BOUND  AND  EAST-BOUND 

The  principles  followed  in  making  transcontinental  rates 
can  best  be  stated  by  presenting  some  tables,  first  of  class 
and  later  of  commodity  rates.  The  following  class  rates 
are  thase  in  force  over  the  northern  transcontinental  lines ; 
the  class  tariffs  of  the  lines  to  and  from  California  are 
nearly  identical  with  those  of  the  northern  roads,  the  main 
difference  being  that  the  roads  from  California  do  not 
have  **  intermediate  "  class  rates.  It  should  be  noted 
that  each  table  of  class  rates  is  preceded  by  the  limiting 
statement  that  the  rates  are  to  apply  only  **  on  shipments 
for  which  no  commodity  rate  is  named  "  in  the  tariff  book. 
IMoreover,  the  tables  of  class  rates  are  headed  by  a  note 
to  the  effect  that  **  whenever  a  car  load,  or  a  less  than 
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car  load  commodity  rate  is  established  it  removes  the  ap- 
plication of  the  class  rates  to  or  from  the  same  points  on 


Class  Rates  Wbst-BouKd 

West-Bound  Tariff  No.  4--G.  Issued  January  29,  1910.  Naming 
Rates  from  Eastern  Skipping  Points  to  ''North  Pacific  Coast  Ter- 
minals** and  Points  in  Oregon  and  Washington,  also  to  British 
Columbia  Pacific  Coast  Terminals  and  Other  Points  in  British 
Columbia. 


TO 

*' NORTH  PA- 
CIFIC COAST 
TERMINALS" 

AND 

POINTS  IN  ORE- 

In  Cents  Per  100  Pounds 

GON  AND  WASH- 
INGTON 

raoM 

POINTS  TAKING 

Ist 
Class 

300 
300 

2d 
Class 

260 

3d 

Class 

4th 
Class 

5th 
Class 

Class 
A 

Class 
B 

Class 
C 

Class 
D 

Class 
E 

Group  A  Ratea 

220 

190 
190 

Group  B  Rates 

260 

220 



Group  C  Rates 

300 

260 

220 
220 
220 
220 
220 
220 
220 
200 

190 
190 
190 

105 
165 
160 
160 
160 
160 
100 

160 
160 

100 

Group  D  Rates 

300 

260 

125 

100 

96 

Group  E  Rates 

300 

260 
200 
260 

125 

100 
100 
100 
100 

100 
95 

95 

Group  F  Rates! 

300 
300 

190 
190 

160 
160 
160 
160 
140 

125 

85 

Group  G  Rates! 

125 
125 
125 
120 

95 

85 

Group  H  Ratesi 

300 

260 
260 

190 

95 
95 

85 

Group  I  Rates* 

300 

190 

100 

85 

Group  J  Rates> 

300 

260 

175 

95 

85 

80 

Minimum  Charge. — The  minimum  charge  for  any  single  shipment,  whether  com- 
posed of  one  or  more  articles,  will  be  based  on  one  hundred  pounds  at  Second  Class  rate. 

^  Rates  named  will  apply  also  to  British  Columbia  Panifio  Coast  Tenninals. 
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that  commodity."  In  a  word,  class  rates  apply  to  articles 
not  listed  in  the  commodity  tariffs.  They  also  apply  more 
largely  to  traffic  at  places  classed  as  terminals  than  at 
intermediate  points. 

The  first  of  these  tables,  taken  from  the  West-Bound 
Tariff,  shows  that  there  is  very  little  grading  of  west-bound 
class  rates  by  **  groups."  In  the  upper  classes  the  rates 
to  the  North  Pacific  coast  states  are  the  same  from  all 
parts  of  the  United  States  east  of  the  Rocky  Mountains, 
from  New  England  on  the  east  to  Colorado,  Oklahoma, 
and  Texas  on  the  west.  In  the  two  lowest  classes  there 
is  more  variation  of  rates  by  groups;  but  even  in  those 
classes,  it  is  in  Group  F,  or  in  general  at  the  Missouri 
River,  that  the  first  rate  reduction  is  made.  As  was  stated 
above,  west-bound  transcontinental  rates,  class  as  well  as 
commodity,  are,  for  the  most  part,  blanketed  over  the  east- 
em  half  of  the  country. 


Class  Rates  East-Bound 

East-Bound  Tariff  No.  2-G.  Issued  October  15, 1909.  Naming  Rales 
from  "  North  Pacific  Coast  Terminals  "  and  Points  in  Oregon,  Wash" 
ington,  and  Idaho,  to  Points  in  the  United  States  and  Canada. 

''intermediate"  class  rates 


moM 

"INTER- 
MEDIATE 
POINTO" 

In  Cbntb  Pkb  100  Poukds 

TO 

POINTS  TAKING 

1st 
Class 

360 
300 

2d 
Class 

3d 
Claas 

260 

4th 
Class 

5th    Class 
Oassl    A 

Class 
B 

Class 
C 

CIbm 
D 

Clan 
E 

Group  D  Rates 

310 
306 

210 

170  1  170 

145 

117 
117 

109 

96 

Group  E  Rates 

255 
220 

205 

170  ^  169  i 

144  i 

125 

126 

108i      96 

Group  F  Rates 

300 
300 

280 

190 

150  1  145 

100 

95 

85 

Group  G  Rates 

260 

220 

100 

160      146 

100 

95 

85 
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"terminal"    CIA88    RATB8 


N.  B. — Shipments  for  which  no  through  carload  commodity  rate  nor  through  ear  load 
claas  rate  is  provided,  will  be  subject  to  the  sum  of  the  local  oar  load  rates,  unless  the 
through  rate  for  less  than  car  load  quantities  named  herein  is  lower,  in  which  event  the 
latter  will  apply. 


FBOM 

"NORTH  PA- 
CIFIC COAST 
TERMINALS" 

In  Cbkts  Pbr  100  Founds. 

TO 

POINTS  TAKING 

1st 
Class 

370 

2d 
aass 

3d 
Class 

4th 
Class 

210 

5th 
Class 

Class 
A 

Class 
B 



Class 

Class 
D 

Class 
E 

GrouD  A  Rates 

330 
330 

285 



Group  B  Rates 

370 

285 
285 

210 

GrouD  C  Rates 

370 

330 

210 

170 

Group  D  Rates 

340 

300 

240 

190 

175 

l.~>5 

120 

105 
100 

95 

Group  E  Rates 

320 

280 

230 

185 

105 

167 
160 

148 

115 

90 

Group  F  Rates 

300 

260 

220 

180 

160 

140 

110 

95 

85 

Group  G  Rates 

300 

280 

220 

180 
180 

160 

160 

140  1   110 

95 

85 

Group  H  Rates 

300 

280 

220 

160 

160 

140 

110 

95 

85 

Group  I  Rates 

300 

280 

220 
100 

180 

160 

160 

140 
120 

110 
05 

95 
85 

85 

Group  J  Rates 

300 

260 

155 

130 

140 

80 

Minimum  Charge. — ^The  minimum  charge  for  any  single  shipment,  whether  com- 
posed of  one  or  more  articles,  will  be  baaed  on  100  pounds  at  Second  Class  rate. 

In  east-bound  class  rates,  as  will  be  seen  in  the  second 
and  third  tables,  the  general  principle  prevails  of  increas- 
ing rates  from  group  to  group.  However,  with  the  excep- 
tion that  lower  rates  are  given  to  eastern  Colorado  and 
Wyoming  (Group  J)  than  to  points  farther  east  on  classes 
below  the  second,  the  first  increase  in  charges  is  made  when 
Group  E  is  reached,  or  when  the  Missouri  River  has  been 
crossed.  The  rates  rise  in  all  classes  in  passing  to  Groups 
E  and  D,  and  to  Group  C  in  the  first  four  classes.  There  is 
no  rise  in  charges  east  of  Lake  Michigan  and  the  eastern 
boundary  of  Illinois, 
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In  cases  where  no  through  commodity  rate  is  named  in 
the  tariff,  articles  in  the  fifth  and  lettered  classes  are  han- 
dled from  and  to  the  Groups  B  and  C  by  adding  to  the 
Group  D  or  Group  E  class  rates  (which  apply  from  (to) 
Chicago  and  Mississippi  River  points,  respectively),  the 
local  tariff  rates  of  the  eastern  roads  applying  from  (to) 
Group  B  or  Group  C  points  to  (from)  Chicago  or  Missis- 
sippi River  points. 

In  addition  to  the  class  rates  applying  between  the 
Pacific  Coast  Terminals  and  Intermediate  Points  on  the 
west  and  the  rate  groups  on  the  east,  there  are  tariffs  of 
class  rates  between  points  in  Minnesota,  South  Dakota,  and 
North  Dakota  on  the  east,  and  the  terminals  and  inter- 
mediate points  in  the  Western  States.  In  the  case  of  the 
lines  from  California,  Nevada,  and  Utah  the  rates  apply 
to  Winnipeg  and  a  few  other  places  in  Manitoba  as  well 
as  to  points  in  Minnesota,  South  Dakota,  and  North  Dakota. 
In  other  words,  as  was  stated  in  defining  the  **  groups  " 
of  rates,  some  places  in  Minnesota  and  practically  all  places 
in  the  two  Dakotas  are  outside  of  the  ten  lettered  rate 
groups,  and  have  their  own  east-bound  and  west-bound 
transcontinental  tariffs  of  both  class  and  of  commodity 
rates. 

WEST-BOUND   COMMODITY   RATES   TO   NORTH   PACIFIC   COAST 
TERMINALS  AND  INTERMEDIATE  POINTS 

111  discussing  west-bound  commodity  rates  it  will  be 
necessary  to  consider  separately  those  to  California  and 
those  to  Oregon,  Washington,  and  British  Columbia.  It 
will  be  best  to  start  with  a  table  of  selected,  typical  rates 
to  the  North  Pacific  Coast  Terminals. 

This  table  illustrates  the  main  features  of  the  west- 
boimd  commodity  tariffs  from  the  rate  groups  through 
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to  the  "  North  Pacific  Coast  Terminals."  Most,  though 
not  ally  of  the  articles  listed  in  the  brief  table  have,  each 
common  rates  from  all  points  east  of  the  Missouri  River. 
Some  articles  are  given  both  car  load  and  less  than  car  load 
rates,  others  only  car  load,  and  some  only  less  than  car  load 
rates.  The  articles  selected  show  differences  in  car  load  and 
less  than  car  load  rates  ranging  from  twenty-five  cents  to 
sixty-five  cents  per  hundred  pounds,  the  more  frequent 
difference  being  fifty  cents  per  hundred  pounds.  Incident- 
ally, the  table  shows  something  regarding  the  parts  of  the 
country  from  which  the  commodities  listed  are  secured, 
inasmuch  as  no  rate  is  given  upon  an  article  for  those 
groups  from  which  none  of  that  commodity  is  shipped. 

The  tariff  book  from  which  the  **  terminal  "  commod- 
ity rates  in  the  above  table  are  taken  also  contains  rates 
on  articles  to  points  in  Oregon,  Washington,  and  British 
Columbia — i.  e.,  **  intermediate  "  commodity  rates.  The 
list  of  articles  given  commodity  rates  to  the  intermediate 
points  is,  however,  much  shorter  than  the  list  of  articles 
given  commodity  rates  to  the  North  Pacific  Coast  Ter- 
minals, and  the  table  of  '^  intermediate  "  commodity  rates 
is  preceded  by  the  important  notices : 

(fl)  **  Except  where  through  commodity  rates  are  named 
herein,  rates  to  points  in  Oregon  and  Washington  .  .  .  will 
be  ten  cents  per  100  pounds  on  less  than  car  loads,  and 
five  cents  per  100  pounds  on  car  loads  higher  than  the 
commodity  rates  named  herein  to  *  North  Pacific  Coast 
Terminals.'  On  shipments  for  which  no  commodity  rate 
is  named  herein  to  *  North  Pacific  Coast  Terminals,'  the 
through  class  rates  ...  to  points  in  Oregon  and  Washing- 
ton will  apply." 

(6)  "  Except  where  through  commodity  rates  are 
named  herein,  rates  to  '  British  Columbia  Pacific  Coast 
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Terminals  \  .  ,  will  be  five  cents  per  100  pounds  on  car 
loads  and  less  than  car  loads,  higher  than  the  class  or  com- 
modity rates  named  herein  to  *  North  Pacific  Coast  Ter- 
minals,' except  that  Group  P,  6,  H,  I,  and  J  class  rates 
...  to  '  North  Pacific  Coast  Terminals  '  will  apply  .  .  . 
to  '  British  Columbia  Pacific  Coast  Terminals.'  " 

It  will  thus  be  seen  that  traffic  west-bound  to  the  inter- 
mediate points  in  Washington  and  Oregon  is  carried  either 
(a)  at  commodity  rates  named  in  the  **  Tariff  ";  or  (6)  in 
the  absence  of  a  named  commodity  rate,  at  the  through 
commodity  rate  to  the  terminal  plus  a  fixed  arbitrary  of 
five  or  ten  cents  per  100  pounds  for  car  load  and  less  than 
car  load  amounts  respectively;  or  (c)  in  case  there  is 
neither  an  intermediate  nor  a  terminal  commodity  rate 
fixed  by  the  **  Tariff,''  at  the  through,  or  terminal  class 
rate — ^the  terminal  class  rate  applying  to  the  intermediate 
points. 

To  these  general  rules  there  is  an  exception  in  the  case 
of  the  points  on  the  Southern  Pacific  lines  in  Oregon  and 
on  the  Willamette  River,  south  of  Oregon  City.  Certain 
articles  have  commodity  rates  to  these  places;  but  most 
items  of  traffic  are  charged  rates  *'  made  by  adding  to  the 
Class  or  Commodity  rates  applying  to  Portland  "  arbitra- 
ries  varying  with  the  classes  of  freight  and  with  the  dis- 
tances of  the  intermediate  points  from  Portland;  further- 
more, in  the  absence  of  a  *  *  specific  through  rate,  or  specific 
method  of  making  through  rate,  to  (these)  intermediate 
points  on  the  line  of  the  Southern  Pacific,"  the  rate  shall 
be  made  by  adding  to  the  terminal  rate  to  Portland  or  East 
Portland  the  local  rate  from  the  terminal  to  the  inter- 
mediate point  of  destination.  Finally,  west-bound  traffic 
to  eighteen  designated  points  in  British  Columbia  take 
rates  equal  to  those  to  **  North  Pacific  Coast  Terminals  " 
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plus  ten  cents  and  twenty  cents  per  100  pounds  respectively 
for  car  load  and  less  than  car  load  shipments ;  while  forty- 
three  **  British  Columbia  Pacific  Coast  Terminals"  take 
arbitraries  of  five  cents  per  100  pounds,  above  the  rates 
to  the  Pacific  Coast  *'  Terminals  *'  in  Washington  and 
Oregon. 

WEST-BOUND   COMMODITY   RATES   TO   CAUPORNIA   AND   POINTS 

IN  NEVADA  AND  UTAH 

The  west-bound  rates  to  **  intermediate  "  points  on  the 
lines  to  California  are  in  part  determined  by  a  different 
method  than  is  followed  in  making  rates  to  the  intermediate 
points  on  the  railroads  to  the  **  North  "  Pacific  Coast. 
There  are  specific  commodity  rates  to  designated  points  in 
Nevada  and  Utah;  but,  as  in  the  case  of  the  intermediate 
commodity  rates  on  the  northern  transcontinental  lines,  the 
articles  upon  which  these  intermediate  commodity  rates  are 
named  are  much  fewer  than  the  articles  that  have  specific 
terminal  commodity  tariffs.  The  general  rule  governing 
charges  to  intermediate  points  on  the  lines  to  California  is 
that,  **  When  no  specific  rate  is  named  to  an  intermediate 
point  shown  in  Transcontinental  Freight  Bureau  Circular 
No.  16-F  (issue  of  January  3,  1910)  rate  to  such  intermedi- 
ate point  will  be  made  by  adding  to  the  rate  shown  to  the 
point  designated  herein  as  *  Terminal  '  which  is  nearest 
destination  of  shipment,  the  local  rate  published  for  use 
upon  interstate  traffic  from  nearest  *  Terminal  '  point  to 
such  destination.''  As  this  rule  states,  the  intermediate 
points  are  listed  in  a  pamphlet  (Circular  16-F),  and  in  the 
case  of  articles  to  which  no  specific  intermediate  com- 
modity tariff  has  been  assigned,  the  rate  to  the  intermediate 
point  is  the  through  rate  to  the  California  **  terminal  " 
plus  the  local  back  from  the  nearest  **  terminal  "  to  the 
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intermediate  point  of  destination.  If  the  article  shipped 
is  one  upon  which  there  is  neither  an  intermediate  nor  a 
terminal  commodity  tariflp,  then  the  rate  is  the  sum  of  the 
terminal  class  rate  plus  the  local  back  to  the  intermediate 
station. 

It  is  a  universal  rule  in  rate  making  that  the  shipper 
is  always  entitled  to  the  lowest  rate  applicable  under  the 
published  tariffs.  The  joint  through  rates  over  two  or 
more  connecting  lines,  for  instance,  cannot  exceed  the  sum 
of  the  local  rates  over  the  several  roads  composing  the 
joint  line.  Likewise,  an  intermediate  point  on  a  trans- 
continental railway  will  not  be  charged  a  combination  rate 
made  by  adding  to  the  through  terminal  rate  a  local  charge 
for  the  distance  from  a  terminal  back  to  the  intermediate 
town  when  the  sum  of  these  two  charges  exceeds  the  combi- 
nation of  local  rates  directly  to  the  point  in  question.  For 
instance,  the  rate  from  Chicago  to  any  place  in  Nevada 
cannot  be  greater  than  the  sum  of  the  rate  of  the  Western 
Trunk  Lines  from  Chicago  to  Salt  Lake  City  (Utah  Com- 
mon Point  Territory),  plus  the  local  charge  on  from  Salt 
Lake  City.  The  combination  of  the  local  rates  direct  to 
an  intermediate  point  fixes  the  maximum  above  which  the 
sum  of  the  through  rate  to  the  Pacific  Coast  Terminal,  plus 
the  local  back  from  the  nearest  **  terminal  "  may  not  rise. 

Mention  has  been  made  of  west-bound  (and  also  east- 
bound)  commodity  tariffs  from  points  in  Minnesota,  North 
Dakota,  and  South  Dakota.  Two  other  important  west- 
bound tariffs  require  notice — (1)  that  **  naming  Commod- 
ity Rates  from  Southeastern  Common  Points  to  Pacific 
Coast  Terminals  ''  in  California,  Oregon,  Washington,  and 
to  designated  points  in  Oregon  and  Washington;  (2)  the 
tariff  from  points  in  eastern  Canada. 

The  first  of  these  tariffs  gives  the  southeastern  portion 
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Tariif  No,  6-F,  L  C,  C,  No,  918. 
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**  Toronto/'  **  Montreal,"  **  Sherbrooke  or  Quebec/*  **  Ca- 
couna  or  St.  John(N.  B.),"  *'  Mulgrave/'  and  '*  Sydney  " 
rates.  TraflSc  shipped  from  any  other  place  either  takes 
the  rates  of  one  of  these  basing  points,  or  stated  arbitraries 
over  the  **  Montreal  *'  rates.  The  rates  upon  class  traffic, 
all-rail,  are  as  follows: 

Transcontinental  AlxtRail  Class  Rates  from  Points  in 

Eastern  Canada 


APPLTINO  TO 

"NORTH  PA- 
CIFIC COAST 
TERMINALS  " 

POINl'S  IN 
OREGON  AND 
WASHINGTON 

AND 

In  Csnts  Pbr  100  Pounds. 

british  colum- 

bia  pacific 
coast  terminals 

VROM 

Points  Taking 

Ist 
Class 

2d 
Class 

3d 
Class 

4th 
Class 

5th 
Class 

6th 
Class 

7th 
ClaM 

133 

8th 
Class 

0th 
Class 

10th 
Class 

Toronto  Rates 

320 
320 

330 

330 

278 

235 

203 

176 

168 
168 

173 

173 

108 
108 

•  •  • 

103 

MoDtreal  Rates 

278 

235 

203 

175 

133 

•  •  • 

Itt) 

Sherbrooke  or  Quebec 
Rates 

286 

240 

208 

180 

138 
138 

113 

■  •  • 
•  •  • 

106 

Caoouna  or   St.    John 
(N.  B.)  Rates 

286 
290 

240 

208 

180 
182 
184 

113 

108 

Mulgrave  Rates 

334 

243 

211 

175 

140 

116 

•  ■  • 

•  •  ■ 

110 

Sydney  Rates 

338 

203 

246 

213 

177 

142 

117 

112 

For  each  article  upon  which  there  is  a  commodity  tariff, 
rates  are  given  from  each  of  the  six  basing  points,  some 
commodities  having  car  load  rates,  others  less  than  car  load 
charges,  and  some  rates  on  both  quantities.  During  the 
season  of  navigation  there  are  lake-and-rail  *  rates  lower 
than  the  all-rail  tariffs.  Some  inland  points  in  British 
Columbia,   Washington,   and    Oregon   take   ''  terminal " 
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rates,  other  of  these  interior  destinations  take  arbitraries 
over  th£  *'  terminal  ''  rates.  As  usual,  points  on  the  South- 
ern Pacific  Lines  in  Oregon  and  on  the  Willamette  River 
south  of  Oregon  City  take  the  terminal  rates  to  Portland, 
plus  designated  arbitraries  (sometimes  a  local  rate)  above 
the  charges  to  Portland. 

EAST-BOUND   COMMODITY  TARIFFS 

The  east-bound  commodity  tariflEs  from  Pacific  Coast 
Terminals  and  from  intermediate  points  to  the  eastern  half 
of  the  United  States  and  Canada,  are  even  more  compli- 
cated and  detailed  than  the  west-bound,  but  an  effort  will 
be  made  to  confine  this  description  to  the  main  features. 

Each  of  the  east-bound  tariff  books  issued  respectively 
by  the  lines  from  California  and  from  the  North  Pacific 
Coast  Terminals  contains  two  lists  of  articles  upon  which 
there  are  specific  commodity  rates;  one  list  of  articles  has 
commodity  tariffs  from  **  terminals  ''  only,  while  the  other 
list  is  of  articles  having  commodity  rates  applying  both 
from  terminals  and  designated  intermediate  points.  There 
is  no  list  of  articles  taking  commodity  rates  from  inter- 
mediate points  and  not  from  terminals.  Class  rates,  as  has 
been  explained,  apply  from  the  terminals  upon  traffic  hav- 
ing no  specific  commodity  rate,  and  from  intermediate 
points  when  the  goods  being  shipped  have  neither  an  in- 
termediate nor  a  terminal  commodity  rate,  except  that  un- 
der the  tariff  of  the  lines  from  California  Terminals  the 
class  rates  do  not  apply  from  intermediate  points.  All  rates 
apply  from  named  terminals  and  intermediate  points  via 
designated  '*  gateways  " — i.  e.,  via  specified  railway  lines 
or  joint  lines  to  the  East. 

Rates  from  a  small  number  of  intermediate  points  in 
Oregon  and  Washington  are  determined  by  adding  fixed 
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arbitraries  to  the  through  rates  from  the  **  terminals.'' 
The  determination  of  intermediate  rates  by  adding  these 
fixed  arbitraries  is,  however,  a  less  important  feature  of 
east-bound  than  of  west-bound  tariffs.  The  places  in 
Oregon  on  the  Southern  Pacific  Lines,  and  on  the  Willa- 
mette River,  south  of  Oregon  City,  have  outbound  as  well 
as  inbound  rates  fixed  by  adding  graded  arbitraries  (or 
locals)  to  Portland  rates. 

Traffic  from  an  intermediate  point  on  a  line  from  Cali- 
fornia, when  it  has  not  been  given  a  specific  commodity 
rate,  is  charged  a  tariff  made  by  adding  to  the  through  rate 
from  the  terminal  the  local  rate  to  the  nearest  terminal  from 
the  intermediate  point  from  which  the  goods  are  shipped. 
In  other  words,  on  the  east-bound  as  well  as  the  west-bound 
traflSc,  the  southern  transcontinental  lines  supplement  the 
specific  commodity  tariffs  from  intermediate  points  by 
charging  articles,  not  covered  by  the  commodity  tariffs,  a 
combination  of  terminal  and  local  rates,  while  the  northern 
lines  supplement  the  commodity  tariffs  by  adding  fixed 
or  graded  arbitraries  to  the  terminal  rates. 

The  transcontinental  rates  from  the  West  to  points  in 
eastern  Canada  are  made  in  accordance  with  the  principles 
followed  in  constructing  the  tariff  of  rates  west-bound 
from  Canadian  points.  From  both  California  and  North 
Pacific  Coast  Terminals  and  from  intermediate  points  the 
tariffs  to  eastern  Canada  are  adjusted  to  eight  basing 
points.  There  are  **  Toronto,''  *'  Montreal,"  **  Sher- 
brooke,"  ''  Quebec,"  **  Cacouna,"  ''  St.  John,  N.  B.," 
**  Mulgrave,"  and  **  Sydney  "  rates.  To  places  taking 
Toronto,  Montreal,  or  Sherbrooke  rates,  the  tariffs  are  the 
same  as  to  Group  C  in  the  eastern  part  of  the  United 
States.  Points  taking  Quebec  rates  have  a  fixed  differ- 
ential, varying  from  fourteen  cents  per  100  pounds  on  first* 
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clan  freight  to  five  cents  on  tenth  class — ^the  Canadian 
clasBification  governing — above  the  rates  to  Group  C;  Ca- 
eouna  points  have  differentials  ranging  from  twenty-five 
cents  first  class  to  ten  cents  tenth  class;  and  St.  John,  X. 
B.,  destinations  differentials  forty  to  ten  cents,  above 
Group  C  rates.  The  charges  to  Mulgrave  are  higher  than 
those  to  St.  John,  X.  B.,  by  differentials  ranging  by  classes 
of  freight  from  four  cents  to  two  cents;  and  the  rates  to 
Sydney  exceed  those  to  St.  John,  X.  B.,  by  eight  cents 
first  class  and  four  cents  tenth  class. 

The  east-bound  transcontinental  tariffs  also  contain 
through  commodity  rates  from  Pacific  Coast  Terminals 
and  intermediate  points  to  somewhat  over  one  hundred 
cities  outside  of  the  rate  Groups  A  to  J,  in  the  southeastern 
states.  From  the  far  northwestern  states,  the  commod- 
ities given  these  through  rates  to  southeastern  points  are 
canned  goods,  condensed  milk,  dried  fruits,  hops,  and 
canned  salmon;  while  from  California,  Xevada,  and  Utah 
points  the  commodities  are  these  (less  canned  milk)  with 
the  addition  of  beans  and  peas,  citrus  and  deciduous 
fruits,  nuts,  and  wine.  With  the  exception  of  hops  to  four 
cities,  these  rates  to  southeastern  points  are  limited  to  car 
load  quantities.  On  some  of  the  articles  the  rate  is  the 
same  to  nearly  all  the  destinations,  but  on  other  commod- 
ities— canned  salmon,  deciduous  and  dried  fruits — ^the  rates 
usually,  though  not  always,  vary  with  the  several  places 
to  which  the  rates  apply.  The  rates  are  not  blanketed  over 
the  southeastern  section,  but  are,  in  general,  worked  out 
with  reference  to  individual  points. 

Upon  the  transcontinental  railroads,  as  upon  American 
railways  generally,  live  stock  has  its  own  schedule  of  rates 
and  its  special  billing.  There  is,  however,  nothing  in  these 
rates  or  billing  that  requires  discussion. 
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There  are  '*  special  commodity  "  rates  from  designated 
points  in  the  West  to  enumerated  points  in  the  East.  The 
lines  from  Oregon,  Washington,  and  British  Columbia  give 
special  commodity  rates  to  a  large  part  of  the  important 
tra£Sc  in  canned  fruit  and  vegetables,  and  canned  and 
pickled  fish.  The  roads  from  California  handle  less  traffic 
than  do  the  northern  lines  at  what  are  termed  **  special 
commodity  "  tariffs.  Neither  the  northern  nor  the  south- 
ern lines  include  fresh  fruit  (excepting  apples  in  car  loads) 
under  these  **  special  commodity  '*  tariffs;  but  fruit  and 
lumber  are  the  commodities  to  which  particular  attention 
is  given  in  the  east-bound  tariffs  of  the  transcontinental 
roads.  Fresh  and  prepared  fruits  have  their  own  schedule 
of  rates  in  the  general  east-bound  tariff  books,  while  th6 
rates  on  lumber  and  shingles  are  so  detailed  as  to  be  com- 
piled in  **  special  tariff  *'  books  published  separately  from 
the  general  tariffs. 

In  the  schedule  of  rates  on  fresh  fruits  and  vegetables 
the  rates  accorded  each  product  are  accompanied  by  de- 
tailed regulations  as  to  size  of  cars,  minimum  car  load 
weights,  estimated  weights  of  various  packages,  mixed  and 
straight  car  loads,  dunnage,  stopping  in  transit  for  cold 
storage  and  reshipment.  There  are  also  special  additional 
charges  for  icing  in  transit.  The  car  load  rates  on  citrus 
fruits  from  California  **  terminals  ''  to  points  in  all  rate 
groups,  A  to  J  inclusive,  are  $1.15  per  100  pounds;  while 
on  deciduous  fruits  the  car  load  rates  are  $1.45  per  100 
pounds  to  groups  A,  B,  and  parts  of  group  C ;  some  places 
in  group  C  have  a  rate  of  $1.35,  others  of  $1.25 ;  to  groups  D 
to  J  inclusive,  the  rates  are  the  same  for  deciduous  as  citrus 
fruit,  $1.15  per  100  pounds.  Apples  shipped  from  Califor- 
nia in  straight  car  loads  of  30,000  pounds  minimum  are 
given  the  low  rate  of  $1  per  100  pounds  to  all  ten  groups. 
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The  rates  on  fresh  fruit  from  Oregon,  Washington, 
Idaho,  and  points  in  British  Columbia  from  which  ship* 
ments  are  made  over  the  American  transcontinental  lines 
vary  not  only  with  reference  to  the  eastern  destination, 
but  also  with  regard  to  four  groups  among  which  the  points 
of  origin  of  the  fruit  are  classified.  Group  1  includes  the 
points  in  Oregon  on  the  Southern  Pacific  Company's  lines 
and  on  the  Willamette  River  south  of  Oregon  City ;  Group 
2  the  North  Pacific  Coast  **  Terminals  "  and  eighty naeven 
other  places  near  the  terminals ;  Group  3  the  places  located 
farther  inland  in  Oregon,  Washington,  and  British  Co- 
lumbia ;  while  Group  4  comprises  places  still  farther  east  in 
Oregon,  Washington,  and  Idaho.  The  fruit  and  vegetable 
trafQc  constitutes  such  an  important  item  of  the  east-bound 
traffic  of  the  transcontinental  roads  that  it  will  be  well  to 
present  the  table  of  rates  *  applying  from  these  four  west- 
em  rate  groups  to  the  eastern  rate  groups.  Naturally  there 
would  be  no  rates  to  Group  A  which  includes  two  steam- 
ship piers  in  New  York  City. 

Special  east-bound  tariffs  on  lumber  and  shingles  are 
worked  out  for  traffic  from  Oregon,  Washington,  Idaho, 
Montana,  Alberta,  and  British  Columbia,  and  also  for  traf- 
fic from  California,  Nevada,  Oregon,  and  Utah.  The  rates 
applying  from  the  northern  one  of  these  two  sections  are 
published  in  three  separate  books,  or  **  Tariffs  ";  one  tariff 
gives  the  rates  from  the  Northwest — Oregon,  Washington, 
Idaho,  Montana,  Alberta,  and  British  Columbia  to  points  in 
the  Rocky  Mountain  states  and  in  the  states  west  of  the 
first  tier  of  states  west  of  the  Mississippi  River;  another 
tariff  book  names  rates  to  points  in  the  states  Minnesota, 

^  Slight  changes  in  the  rates  from  and  to  some  points  were  made  by 
tariff  supplement  effective  May  18, 1010.  It  is,  however,  not  necessary 
for  our  present  purpose  to  note  the  changes. 
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Iowa,  Missouri,  Arkansas,  Louisiana,  Wisconsin,  Illinois, 
Kentucky,  Tennessee,  Michigan,  and  Indiana;  while  a  third 
tariff  applies  to  places  in  New  England,  the  Middle  Atlantic 
states,  and  the  two  Virginias.  The  scheme  of  rate  making 
followed  in  these  tariffis  first  divides  timber  products  into 
four  groups :  Group  A,  shingles ;  B,  cedar  lumber  and  tim- 
ber, and  other  articles  made  of  cedar;  C,  timbers  or  poles 
requiring  two  or  more  cars  for  transportation ;  and  D,  lum- 
ber, poles,  timbers,  and  other  articles  of  cottonwood,  fir, 
hemlock,  larch,  pine,  and  spruce  wood.*  Rates,  in  the  sec- 
ond place,  are  made  to  vary  according  to  the  origin  of  the 
traffic,  there  being  **  Coast,"  *'  Spokane,"  **  Oregon," 
**  Montana  District  1,"  and  **  Montana  District  2  "  rates. 
Thirdly,  the  rates  are  adjusted  with  reference  to  the  des- 
tination of  the  traflSc ;  the  two  tariffs  applying  to  points  in 
the  states  west  of  the  Alleghany  Mountains  name  the  rates 
to  stations  on  the  lines  of  each  participating  carrier  in  turn, 
the  rates  to  many  consecutive  stations  often  being  the  same. 
The  tariff  applying  to  destinations  in  the  Eastern  States 
quotes  rates  to  the  basing  points — Albany,  Baltimore, 
Emporium,  New  York,  Norfolk,  Philadelphia,  Richmond, 
Rochester,  Syracuse,  and  Utica. 

The  special  commodity  tariff  on  lumber  and  shingles 
from  California,  Nevada,  Oregon,  and  Utah  subdivides  the 
articles  into  two  instead  of  four  commodity  groups,  and  the 
rates  are  quoted  from  the  **  Coast  Group  "  and  the 
**  Truckee  Group  "  of  shipping  points.  As  regards  des- 
tination, charges  are  quoted  to  the  rate  Groups  A  to  J,  in- 
clusive, while  to  stations  in  eastern  Canada,  Group  C  rates 

1  The  tariff  applying  to  destinations  in  New  England,  the  Middle 
Atlantic  states,  and  the  Yirginias  has  two  more  groups — £,  including 
sash,  doors,  blinds,  and  inside  finishings  in  straight  or  mixed  car  loads, 
and,  F,  various  manufactured  articles  in  straight  or  mixed  car  loads. 
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apply  to  points  taking  **  Toronto,"  **  Montreal,"  and 
**  Sherbrooke  "  rates.  The  rates  to  the  other  basing  points 
in  Canada  are  the  regular  differentials  above  Group  C 
rates,  as  stated  above  on  page  481. 

CONCLUSION:    CRITICISM    OP    THE     TRANSCONTINENTAL    RATE 

SYSTEM 

The  somewhat  complicated  system  of  rates  described  in 
this  chapter  applies  to  traffic  that  is  moved  exceptionally 
long  distances.  Mainly  because  of  the  long  haul,  it  has 
been  possible  for  the  transcontinental  railways  to  give  less 
weight  than  the  railroads  in  the  other  parts  of  the  country 
have  found  to  be  necessary  or  desirable  to  distance  in  rate 
making.  The  policy  of  blanketing  most  west-bound  rates 
over  the  eastern  half  of  the  United  States  and  of  grading 
east-bound  tariffs,  in  so  far  as  they  are  graded,  not  by 
distance,  but  by  broad  zones,  has  been  to  the  advantage  of 
eastern  manufacturers  and  west  coast  producers.  Trade 
has  increased  and  the  West  as  a  whole  has  developed,  and 
is  now  advancing  at  a  rapid  rate. 

The  principle  of  charging  no  more  for  a  short  than  for 
a  long  haul  has  been  considered  by  the  railway  companies 
to  be  inapplicable  in  making  rates  to  and  from  intermediate 
points;  and  the  railways  have  in  the  past  been  upheld  by 
the  Interstate  Commerce  Commission  in  their  contention 
that  the  competition  with  ocean  carriers  at  the  terminals 
creates  traffic  conditions  at  those  places  so  unlike  those  ob- 
taining at  the  intermediate  points  as  to  exempt  the  rail- 
ways from  the  obligations  of  the  long-and-short-haul  clause 
of  the  Interstate  Commerce  Act. 

The  rapid  growth  of  the  local  traffic  of  the  mountain 
states  since  1900  is  changing  the  situation.  It  is  doubtful 
whether  the  Commission  will  much  longer  consider  as  rea- 
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sonable  or  necessary  higher  rates  to  and  from  the  inter- 
mediate points  than  to  and  from  the  terminals.  The  lan- 
guage of  the  Commission  in  Railroad  Commission  of  Nevada 
vs.  Southern  Pacific  Company  ct  al.  (Appendix  II,  Vol- 
ume II  of  this  book)  seems  to  indicate  that  the  Commission 
will  soon,  if  not  immediately,  require  the  railroads  to  ob- 
serve the  long-and-short-haul  clause  as  it  stands  in  the 
Mann-Elkins  Act  of  1910.  Should  the  Commission  adopt 
this  policy  a  general  readjustment  of  transcontinental  rates 
will  be  necessary. 

In  times  past  the  transcontinental  railways  have  un- 
questionably been  justified  in  charging  lower  rateg  at 
terminals  than  at  intermediate  points.  When  the  lines  to 
•the  Pacific  were  constructed  and  for  some  time  thereafter 
there  was  very  little  local  traffic  throughout  the  wide  Rocky 
Mountain  region.  The  through  traffic  was  then  all-impor- 
tant, and  had  to  be  given  rates  that  would  hold  it  against 
ocean  competition.  The  intermediate  traffic  was  light,  the 
cost  of  service  per  unit  was  high,  and  there  was  good  reason 
for  local  rates  higher  than  the  through  tariffs.  During  re- 
cent years,  particularly  since  1900,  there  has  been  such  a 
development  of  both  the  mountain  states  and  of  those  along 
the  Pacific  as  to  increase  greatly  the  entire  tonnage  of  every 
road  to  the  Pacific  and  at  the  same  time  to  make  the  traffic 
at  the  intermediate  towns  quite  as  important  as  the  through 
business ;  indeed,  on  some  lines  the  local  freight  is  the  great 
source  of  revenue. 

Such  being  the  case,  it  seems  certain  that  the  transcon- 
tinental lines,  whether  they  are  or  are  not  compelled  by  the 
!Mann-Elkins  Act  as  enforced  by  the  Interstate  Commerce 
Commission,  will  find  it  desirable  to  modify  their  present 
rate  structure  in  the  direction  of  a  general  observance  of  the 
long-and-short-haul    principle.      Indeed,    certain    changes 
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made  in  rates  during  recent  years  have  already  lessened 
somewhat  the  discrimination  against  local  points.  Future 
changes  may  wisely  be  in  the  same  direction,  even  though 
the  opening  of  the  Panama  Canal  in  1915*,  or  shortly  there- 
after, will  increase  the  competition  of  the  steamship  lines 
with  the  railways  for  the  coast-to-coast  traflfic.  The  ocean 
lines  will  then  get  much  tonnage  that  the  railways  would 
gladly  handle;  but  the  railways,  deriving  their  major  share 
of  profits  from  the  traffic  to  and  from  the  intermediate 
points,  will  realize  it  to  be  a  wise  policy  to  keep  local  rates 
as  low  as  through  rates,  or,  rather,  to  keep  through  tariffs  as 
high  as  those  to  and  from  intermediate  points,  although  that 
policy  will  mean  a  division  of  the  through  tonnage  with  the 
steamship  lines.  The  greatest  prosperity  of  the  transcon- 
tinental railways  will  result  from  a  rate  policy  calculated  to 
promote  the  development  of  the  entire  western  two  fifths 
of  the  United  States. 

REFERENCES 

1.  The  chief  sources  of  information  are  the  east-bound  and 
west-bound  tariffs  issued  by  the  Transcontinental  Freight  Bu- 
reau.   The  tariff  books  consulted  in  writing  this  chapter  were : 

(1)  East-Bound  Tariff  No.  3-H,  I.  C.  C.  No.  906.  Effective 
December  6,  1909,  naming  class  and  commodity  rates  from 
"  California  Terminals  "  and  other  points  in  California,  Neva- 
da, and  Utah. 

(2)  West-Bound  Tariff  No.  1-K,  I.  C.  C.  No.  920  of  R  H. 
Countiss,  Agent.  Effective  March  22,  1910,  naming  class  and 
commodity  rates  from  eastern  shipping  points  to  "  California 
Terminals"  and  points  in  California,  Nevada,  and  Utah. 

(3)  East-Bound  Tariff  No.  2-G,  I.  C.  C.  No.  905.  Effective 
December  6,  1909,  naming  class  and  commodity  rates  from 
North  Pacific  Coast  Terminals  and  points  in  Oregon,  Wash- 
ington, and  Idaho  to  points  in  the  United  States  and  Canada. 

(4)  West-Bound  Tariff  No.  4-G,  I.  C.  C.  No,  919  of  R.  H, 
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Oountiss,  Agent.  Effective  March  22,  1910,  naming  class  and 
commodity  rates  from  eastern  shipping  points  to  North  Pacific 
Coast  and  British  Columbia  terminals  and  points  in  Oregon 
and  Washington. 

(6)  TariflF  No.  S-F,  L  C.  C.  No.  918.  Effective  April  1, 
1910,  naming  class  and  commodity  rates  from  points  in  east- 
em  Canada  to  North  Pacific  Coast  and  British  Columbia  ter- 
minals and  points  in  Oregon  and  Washington. 

(6)  West-Bound  Tariff  No.  6-D,  I.  C.  C.  No.  916.  Effective 
March  22,  1910,  naming  commodity  rates  from  "  Southeastern 
Common  Points''  to  Pacific  Coast  Terminals  in  California, 
Oregon,  Washington,  and  British  Columbia  and  points  in 
Oregon  and  Washington. 

(7)  East-Bound  Tariff  No.  9-C,  I.  C.  C.  No.  922.  Effective 
May  18,  1910,  naming  class  and  commodity  rates  from  North 
Pacific  Coast  Terminals  and  points  in  Washington,  Oregon, 
Idaho,  and  British  Columbia  to  points  in  Minnesota,  North 
Dakota,  and  South  Dakota. 

(8)  East-Bound  Tariff  No.  7-C,  I.  C.  C.  No.  921.  Effective 
April  18,  1910,  naming  class  and  commodity  rates  from  points 
in  California,  Nevada,  and  Utah  to  points  in  Minnesota,  North 
Dakota,  South  Dakota,  and  Manitoba. 

(9)  West-Bound  Tariff  No.  8-C,  I.  C.  C.  No.  910.  Effective 
December  18,  1909,  naming  class  and  commodity  rates  from 
Minnesota,  North  Dakota,  and  South  Dakota  to  North  Pacific 
Coast  and  British  Columbia  terminals  and  points  in  Oregon 
and  Washington. 

(10)  West-Bound  Tariff  No.  11-B,  I.  C.  C.  No.  898.  Effect- 
ive July  5, 1909,  naming  class  and  commodity  rates  from  points 
in  Minnesota,  North  Dakota,  and  South  Dakota  to  points  in 
California,  Nevada,  and  Utah. 

(11)  East-Bound  and  West-Bound  Tariff  No.  10-B.  Ef- 
fective July  5,  1909,  naming  joint  class  and  commodity  rates 
between  points  in  Minnesota,  North  Dakota,  South  Dakota,  and 
Manitoba  and  San  Francisco  and  Oakland,  Cal.,  in  connection 
with  Pacific  Coast  Steamship  Company. 

(12)  Joint  Proportional  Tariff  No.  S.  R.  1001,  I.  C.  C.  No. 
914.  Effective  December  29,  1909,  naming  class  and  commod- 
ity rates  from  points  in  the  United  States  to  Vancouver,  Brit- 
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ish  Columbia,  and  through  rates  via  Vancouver  to  Austral- 
asia. 

(13)  Joint  Proportional  Tariff  No.  S.  R.  1003,  I.  C.  C. 
No.  923.  Effective  April  22,  1910,  naming  class  and  conunod- 
ity  rates  to  Vancouver,  British  Columbia,  and  through  rates 
via  Vancouver  to  Japan,  China,  and  Manila. 

(14)  East-Bound  Proportional  Tariff  No.  S.  R  997,  I.  C.  C. 
No.  908.  Effective  November  26,  1909,  naming  prox>ortional 
commodity  rates  from  Vancouver,  British  Columbia,  Seattle, 
Tacoma,  Albina,  East  Portland,  Portland,  San  Francisco,  and 
East  San  Pedro,  Cal.,  on  shipments  from  Asiatic  points, 
Philippine  Islands,  and  Australasia  to  points  in  the  United 
States  and  Canada. 

(15)  East-Bound  Special  Tariffs  on  Lumber  and  Shingles, 
No.  S.  R.  999,  I.  C.  C.  No.  911 ;  No.  S.  R.  1000,  I.  C.  C.  No. 
912.  Effective  March  1,  1910.  No.  S.  R.  1004, 1.  C.  C.  No.  924. 
Effective  June  1,  1910,  naming  rates  from  points  in  Oregon, 
Washington,  Idaho,  Montana,  Alberta,  and  British  Columbia. 

(16)  East-Bound  Special  Tariff  on  Lumber  and  Shingles, 
No.  S.  R.  998,  I.  C.  C.  No.  909.    Effective  December  30,  1909, . 
naming  rates  from  points  in  California,  Nevada,  Oregon,  and 
Utah  to  points  in  the  United  States  and  Canada. 

2.  Numerous  decisions  of  the  Interstate  Conmierce  Com- 
mission are  especially  instructive :  Business  Men's  League  of  St. 
Louis  V8,  Atchison,  Topeka  &  Santa  Fe  Railway  Co.,  IX  L  C.  C. 
Reps.,  pp.  318-372,  1902;  also  in  Ripley's  "Railway  Problems," 
pp.  405-440.  City  of  Spokane,  Wash.,  et  ah,  vs.  Northern  Pa- 
cific Railway  Co.  et  al,  XV  I.  C.  C.  Reps.,  376-426;  XVI 
I.  C.  C.  Reps.,  179-181 ;  XIX  L  C.  C.  Reps.,  162-217 ;  Commer- 
cial Club,  TrafRc  Bureau  of  Salt  Lake  City,  Utah  vs.  Atchison, 
Topeka  &  Santa  Fe  Railway  et  al,  ibid,,  218-237;  Railroad 
Commission  of  Nevada  vs.  Southern  Pacific  Co.  et  al.,  ibid., 
238-256. 

3.  L.  Q.  McPherson,  "  Railroad  Freight  Rates,"  pp.  102-113, 
New  York,  1909. 


CHAPTER   XXV 
IMPORT  AND  EXPORT  RATES 

Five  reasons  for  special  rates  upon  imports  and  exports — ^Import 
rates  via  Atlantic  ports — ^Table  comparing  typical  domestic  and 
import  rates — Tonnage  of  imports  as  compared  with  domestic 
freight  from  ports — "  Seaboard  differentials  "  on  imports  through 
Boston,  New  York,  Philadelphia,  and  Baltimore — Export  rates 
via  Atlantic  ports — Table  of  export  and  corresponding  domestic 
rates  over  Pennsylvania  Railroad — West  Coast  exports  and  im- 
ports via  Atlantic  ports — Export  tariffs  via  Gulf  ports — ^Import 
tariffs  via  Gulf  ports — Import  and  export  tariffs  via  Pacific 
ports — Conclusion — References. 

Railway  rates  from  the  seaboard  to  interior  points  of 
destination  within  the  United  States  are  less  on  many  com- 
modities imported  from  abroad  than  upon  like  articles  of 
domestic  production.  Similarly,  the  rates  from  the  interior 
of  the  United  States  to  the  seaboard  are  less  on  several  com- 
modities when  shipped  for  export  to  a  foreign  country  than 
when  intended  for  the  domestic  market.  The  articles  that 
have  export  tariffs  lower  than  the  domestic  rates  are  rela- 
tively few,  compared  with  those  that  have  import  rates 
lower  than  the  rates  on  like  goods  of  domestic  origin,  and 
only  a  part  of  the  imports  have  special  rates  different  from 
the  tariffs  on  American  products;  but  the  import  and  ex- 
port tariffs  constitute  an  important  and  interesting  part 
of  the  general  system  of  freight  rates  upon  the  railways  in 
the  United  States. 

Railway  rates  are  always  the  resultant  of  economic 
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forces,  and  are  largely  controlled  by  competition  among, 
producers  and  among  carriers;  hence  the  explanation  for. 
the  policy  of  granting  lower  rail  rates  to  and  from  the  sea- 
board upon  a  large  share  of  our  exports  and  imports  than 
are  charged  upon  like  articles  sold  and  produced  within  the 
country  is  to  be  found  in  the  fact  that  international  trade 
is  subject  to  more  intense  and  widespread  competition  than 
domestic  trade  is.  A  brief  analysis  of  the  competitive  fac- 
tors affecting  import  and  export  traflSc  will  indicate  the 
reasons  why  the  railways  have  given  much  of  that  ti*afiSc 
different  tariffs  than  have  been  accorded  domestic  business. 
It  will  be  well  to  speak  first  of  the  conditions  affecting  im- 
port and  export  trafiBc  generally,  and  to  refer  later,  in 
connection  with  actual  rates,  to  other  more  special  causes 
of  the  lower  tariffs  accorded  articles  of  foreign,  as  com- 
pared with  domestic,  trade. 

GENERAL     REASONS     ACCOUNTING     FOR     THE    SPECIAL     RATES 
GRANTED  SOME  IMPORTS  AND  EXPORTS 

The  general  reasons  for  a  special  rate-making  policy  as 
regards  import  and  export  traffic  are : 

1.  Most  traffic  handled  in  our  trade  with  foreign  coun- 
tries has  the  choice  of  several  through  and  highly  competi- 
tive routes.  In  some  cases  the  competition  is  among  ocean 
carriers  only;  oftener  the  rivalry  of  the  railways  which 
unite  with  ocean  lines  to  form  through  routes  to  and  from 
the  interior  of  the  United  States  intensifies  the  struggle 
among  through  routes  for  the  coveted  tonnage.  Imports 
from  Europe  to  Chicago,  St.  Louis,  or  St.  Paul,  for  in- 
stance, may  enter  via  Montreal  and  be  shipped  thence  either 
by  all-rail  routes  or  by  some  one  of  the  several  rail-and-lake 
lines.  Commodities  from  Europe  may  also  be  imported  via 
any  of  the  Atlantic  seaports  from  Portland  to  Norfolk, 
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and  be  forwarded  on  by  any  one  of  the  many  all-rail,  ocean* 
and-rail,  or  lake-and-rail  routes;  or  the  port  of  entry  may 
be  Charleston,  Savannah,  Mobile,  New  Orleans,  or  Gal- 
veston, the  goods  being  dispatched  thence  by  rail  to  des- 
tination. 

Likewise,  European  goods  may  reach  California  via 
I^Iontreal  and  over  the  Canadian  railways  to  the  Pacific 
coast  of  Canada,  from  whence  they  may  be  shipped  south- 
ward by  rail  or  coastwise.  Goods  from  Europe  destined  to 
our  west  coast  may  also  take  any  one  of  the  following 
routes:  via  Pacific  port,  and  thence  by  rail  or  coastwise; 
via  the  Atlantic  seaports  of  the  United  States  and  across 
the  country  by  any  one  of  the  many  possible  routes; 
via  the  Gulf  ports  and  on  by  rail;  via  New  York  and 
the  Isthmus  of  Tehuantepec;  via  New  York  and  Pan- 
ama or  a  direct  route  from  Europe  to  the  Isthmus  of 
Panama;  via  steamships  through  the  Straits  of  Magellan 
or  by  sailing  vessels  around  Cape  Horn.  The  mere  enumer- 
ation of  these  routes  shows  that  import  and  export  tralBSc 
is  subject  to  exceptionally  keen  competition. 

2.  The  low  rates  on  the  ocean  due  to  interline  and  inter- 
vessel  competition  tend  to  keep  down  the  through  rates  on 
all  imports  and  exports — those  to  and  from  interior  cities 
as  well  as  to  and  from  the  seaboard.  The  rivalry  of  the 
railways  with  each  other  and  with  the  rail-and- water  routes 
within  the  United  States  for  these  commodities  is  scarcely 
less  keen  than  that  among  the  ocean  carriers.  The  traffic 
solicitors  of  the  railways  and  inland  waterways  are  con- 
stantly striving  to  secure  each  for  his  own  line  or  route  as 
much  as  possible  of  the  tonnage  shipped  out  of  the  country 
or  received  from  abroad ;  and  the  carriers  are  scarcely  less 
desirous  than  the  producers  or  traders  to  make  possible  the 
growth  of  the  volume  of  foreign  trade.    Thus  the  rates  on 

494 


IMPORT   AND   EXPORT   RATES 

the  imports  and  exports  are  made  lower  than  on  like  do- 
mestic goods  when  the  carriers  consider  lower  rates  to  be 
necessary  to  secure  or  to  develop  the  traffic  due  to  exter- 
nal trade. 

3.  The  trade  competition  of  rival  seaports  brings  strong 
pressure  to  bear  upon  the  railways  to  favor  the  export  and 
import  traffic  with  reduced  rates.  The  recurring  contro- 
versy among  the  North  Atlantic  seaports  over  the  **  differ- 
entials/' and  particularly  the  fight  of  1909  and  1910 
concerning  the  rates  on  imports  via  these  several  ports, 
indicates  the  strength  and  persistence  of  this  trade  compe- 
tition. Then  there  is  the  rivalry  of  the  Gulf  ports  with 
those  on  the  Atlantic  for  the  foreign  trade  of  the  great 
central  West  and,  likewise,  the  competition  of  the  Atlantic 
and  Pacific  gateways  for  the  trade  of  the  central  and 
eastern  sections  of  the  United  States  to  and  from  the 
Orient. 

4.  Moreover,  as  was  explained  in  discussing  the  competi- 
tive factors  affecting  rates,  each  railroad  is  subject  to  the 
forces  of  interregional  industrial  competition.  The  carriers 
are  linked  with  the  producers,  whose  industries  they  serve, 
in  getting  goods  in  large  and  increasing  volume  upon  profit- 
able markets.  Imports  and  exports  are  bought  and  sold 
in  world  markets  subject  to  the  widest  competition ;  and  for 
this  reason  American  railways  may  find  it  to  their  advan- 
tage to  assist  American  producers  with  low  rates  on  the 
materials  needed  from  abroad  and  on  the  goods  exported  to 
foreign  markets. 

5.  The  interdependence  of  the  carriers  and  the  traders 
at  the  seaports  and  of  the  railways  and  the  industries  they 
serve  explains  why  lower  railway  rates  on  imports  have 
frequently  been  granted  to  lessen  the  tariff  restriction  upon 
foreign  trade.   American  producers  whose  chief  interest  ia 
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in  the  domestic  market — and  they  constitute  the  majority — 
are  protected  against  foreign  competition  in  the  home  mar- 
ket both  by  the  cost  of  transportation  and  by  the  customs 
duties  which  the  foreigner  must  pay  to  enter  the  American 
trade.  The  greater  importance  to  American  producers  of 
the  domestic,  as  compared  with  the  foreign,  market  causes 
most  manufacturers  and  other  producers  in  the  United 
States  to  object  to  lower  rail  rates  on  imports  than  on  like 
goods  of  domestic  origin;  but  there  are  some  American 
industries,  some  producers,  and  many  traders  in  certain 
sections  of  the  country  that  have  much  to  gain  by  lowering 
the  cost  of  imported  commodities.  Thus  one  reason  why 
the  railroads  grant  lower  rates  on  certain  imports,  partic- 
ularly raw  materials,  is  to  meet  the  needs  of  this  minority 
of  American  producers  and  traders,  and  in  part  to  mitigate 
the  effect  of  tariff  duties.  However,  the  number  of  com- 
modities granted  lower  import  than  domestic  rail  rates, 
though  greater  than  the  number  of  exported  articles  thus 
favored,  is  relatively  small. 

The  policy  of  American  railways  as  regards  rates  on 
imports  and  exports  can  best  be  explained  by  discussing  in 
turn  concretely  the  rates  on  imports  and  exports  of  the 
central  West  via  Atlantic  ports,  on  the  imports  and  exports 
of  that  section  and  the  West  through  the  Gulf  ports,  and 
the  import  and  export  traffic  handled  through  the  Pacific 
ports.  The  subject,  as  a  whole,  is  so  large  and  so  complex 
that  it  will  be  necessary  to  confine  the  presentation  to  the 
main  features  of  the  system  of  import  and  export  rate 
making,  without  attempting  to  go  much  into  detail  con- 
cerning.  actual  rates.  It  will  be  helpful,  however,  to  base 
the  discussion  upon  a  few  brief  tables  and  citations  of 
typical  rates. 
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iMFOVr  RATBI  TIA  ATLAKTId  FOMB 

Most  railroads  serving  the  North  Atlantic  ports  limil 
special  import  rates  to  certain  designated  commodities  and 
make  no  difference  in  the  import  and  domestic  rates  oil 
traffic  included  within  the  classification;  this^  however,  is 
not  true  of  the  roads  from  Boston,  which  have  lower  class 
rates  on  some  imports  than  on  like  goods  of  domestic  origiit 

In  1905  the  New  York  Central  had  special  import  rates 
on  eighty-eight  commodities;  and,  as  Vice  President  Nathan 
Quilford  then  stated  to  the  EUdns  Committee,  **  the  regi^ 
lar  established  tariff  rates  which  are  charged  on  domestie 
traffic  are  applied  by  this  company  to  import  traffic,  except 
as  to  the  (eighty-eight)  commodities.  ...  On  these  eoxx^ 
modities  the  reduced  proportional  rates  apply  when  the  caBi' 
riage  is  continuous,  which  means  when  the  shipments  ara 
delivered  direct  from  the  ship's  side  or  appraiser's  waro- 
house  to  the  railroad  cars  within  ten  days  after  the  arrivd 
of  the  vessel. ' '  * 

In  1910  the  New  York  Central's  "  import  tariff  "  lifted 
dfty-one  commodities  upon  which  rates  were  quoted  to  eacb 
6f  the  percentage  groups  in  Central  Freight  AssocurtabPtt 
territory.    It  has  no  import  class  rates. 

The  Pennsylvania  Railroad  Company 's  "  joint  freight 
tariff  of  import  proportional  commodity  rates/'  effeolave 
May  10,  1910,  includes  a  list  of  fifty-two  articles,  wtMk 
are  grouped  under  thirty-five  heads,  in  the  table  of  rate& 
Other  imports,  whether  coming  under  the  oommoditfy  tarift 
or  under  the  dasnfieation,  are  handled  at  domestie  rate% 
and  all  imports  destined  to  points  east  of  Pittsburg  are 

>  Digest  of  Hearings  Before  The  Coninittee  CD  Int«8ftateCsBMMni^ 
$enate  of  the  United  States.  Sen.  Doo.,  50  Cong.,  1  SbsSh  N^  2H,  |k 
<gO»  Wflflhingtan,  1006. 
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charged  the  regular  domestic  rates.  The  reduced  import 
rates  apply  only  to  the  designated  commodities  when 
shipped  to  points  in  the  Central  Freight  Association  terri- 
tory— Pittsburg  to  the  Mississippi  River.  These  import 
commodity  rates  over  the  Pennsylvania  Railroad  apply 
from  New  York,  Philadelphia,  and  Baltimore,  and  points 
basing  on' those  cities.  The  extent  of  the  reduction  made 
from  the  domestic  tariflEs  in  the  case  of  the  thirty-five  im- 
port  rates  is  indicated  by  the  table  on  the  opposite  page, 
which  compares  seven  of  the  thirty-five  import  rates  with 
th^  corresponding  domestic  rates  from  the  Pennsylvania's 
seaboard  terminals  to  Chicago. 

ft  wjll  be  noted  that  the  rates  from  Philadelphia,  both 
domestic  and  import,  are  two  cents,  and  from  Baltimore 
three  cents  lower  than  those  from  New  York.  These  sea- 
board **  diflPerentials  "  of  two  cents  for  Philadelphia  and, 
three  cents  for  Baltimore  under  New  York  apply  on  com- 
modity trafiic  and  also  on  Classes  3,  4,  5,  and  6.  These 
differentials  on  first  and  second  classes  are  eight  and  six 
cents.  Boston  is  supposed  to  have  the  same  rates  as  New 
York  on  standard  lines  and  lower  rates  on  longer  /'  differ^, 
ential  '*  lines.* 
,  The  table  gives  rates  only  to  Chicago.    It  will  be  r?- 

ADar£Qg  lOOd  and  1910  Boston  commercial  interests,  led  by  the 
Boetoi^  &  Maine  Railroad,  demanded  the  same  rates  to  the  West  oa 
imports  as  prevailed  from  Baltimore.  Philadelphia  trade  bodies  objected; 
to  t!his  and  sought  to  prevent  Boston  from  having  as  low  a  rate  as  either 
Philadelphia  or  Baltimore,  while  Philadelphia,  at  the  same  time,  in« 
sisted.  |hat  its  rates  to  the  West  should  be  the  same  as  those  from  Bald« 
more.  The  merchants  of  Baltimore  objected  to  Philadelphia'd  receiving 
as  Tow  rates  as  Baltimore,  and  insisted  upon  the  maintenance  of  the  old 
diffei^iltials.  The  Pennsylvania  Railroad  and  the  Baltimore  &  Ohio 
supfMrted  Baltimove's  demand  for  the  differential  under  Philadelphia 
and^isiqiported  Phfladelphia's  ^contention  that  the  rates  from  Boston' 
■hould  be  higher  than  from  Philadelphia.  The  Pennsylvania,  and  oUie^ 
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Comparison  or  Ttfical  Domestic  and  Import  Rates  in  Cents 

PER  100  LBS. 

(Effective  May  10,  1910,  Pennsylvania  Railroad)  from  New  York, 

Philadelphia,  and  Baltimore,  and  Points  Basing 

on  those  Cities  to  Chicago 


CoMMoorms 

From  New 

York 

(New  York, 

Brooklvn, 

Communipaw, 

Jersey  City, 

and  South 

Amboy) 

FromPhiU- 

delphia 

(PhUadelphiA. 

Chester,  and 

Wilmington) 

From  Balti- 
more. 
(Baltimore 
and  Sparrow's 
Point) 

o 

1 

1 

M        Import 

m 

27 

1 

Crockeiy    and    Earthenware — 
Min.  C.  L.,  wgt  24,000  lbs. . . . 

30 

25 

28 

22 

Fuller's  Earth— 
Min.  C.  L.  40,000  lbs 

22 

14 

20 

12 

19 

11    ' 

Kaotin— Min.  C.  L.  40,000  lbs. . 

20 

14 

IS 

12 

17 

11 

Hemp— Min.  C.  L.  20,000  lbs. ) 
Sisal         "        "    20,000   "    \ 
Manila     "       "    30,000   "    ) 

30 

21 

28 

19 

27 

18 

Hides,  green  salted.  Beef,  Calf,  or 
Horse— Min.  C.  L.  36,000  lbs . 

30 
30 

25 

28 

23 
19 

27 
27 

22 

•  ■ 

22 

Bar  Iron— Min.  C.  L.  36,000  lbs. 

21 

28 
23 

•  • 

18 

Wood  Pulp— 

Min.  C.  L.  36,000  lbs 

Min.  C.  L.  60,000  "  

25 

•  • 

25 
18H 

23 
16H 

22 
15H 

railroads  south  of  those  serving  Boston  were  in  favor  of  maintaining  the 
old  system  of  differentials.  The  various  contestants  being  unable  to 
agree,  they  requested  the  Interstate  Commerce  Commission  to  arbi- 
.trate  the  question.  May  10,  1910,  the  Commission  made  a  temporary 
decision,  pending  an  investigation  and  final  ruling  at  a  later  date,  that 
the  import  rates  should  be  the  same  from  all  three  cities — Boston, 
Philadelphia,  and  Baltimore;  and  should  be  the  rates  then  prevailing 
from  Bidtimore  and  Boston.  This  was  the  situation  at  the  time  thia 
cluster  was  being  written. 
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called  that  the  trunk  line  system  of  tariffs  between  the 
East  and  the  Central  Freight  Association  territory  makes 
the  New  York-Chicago  rate  the  base,  and  that  other  places 
than  Chicago  in  the  Central  Freight  Association  territory 
have  rates  that  are  fixed  percentages,  from  60  to  125  per 
Tccnt,  of  the  New  York-Chicago  base,  Pittsburg,  for  instance, 
being  in  60  per  cent  territory,  Indianapolis  in  93  per  cent, 
Peoria  in  110  per  cent,  and  East  St.  Louis  in  117  per  cent 
territories.  The  commodity  import  tariffs  to  the  central 
West,  however,  correspond  but  roughly  to  the  percentage 
rates  on  domestic  traffic.  The  ''  tables  of  rates  "  from 
which  the  import  tariflis  in  the  above  table  are  taken  give 
the  charges  to  each  of  the  forty-seven  percentage  territories 
in  the  Central  Freight  Association  territory,  but  in  the  case 
cf  most  commodities  the  same  import  rate  applies  over  a 
number  of  percentage  territories.  In  the  case  bf  fuller's 
earth  the  same  rate  applies  at  Pittsburg  as  at  Chicago;  but 
this  is  not  typical  of  a  majority  of  the  commodities,  there 
being  ordinarily  an  increase  in  the  rates  every  few  per- 
centage zones  from  Pittsburg  to  the  Mississippi  River. 

The  tonnage  of  traffie  handled  at  import  rates  ia  rela- 
tively small.  During  the  first  six  months  of  1905  the  ton- 
nage carried  by  the  Pennsylvania  Railroad  from  its  sea- 
board termini  to  Pittsburg  and  points  west  on  its  import 
tariffs  was  13.1  per  cent  of  the  tonnage  of  the  domestic 
eommodities  shipped  from  the  seaboard  to  the  ''  western 
points."  The  imports  carried  by  the  New  Yiirk  Central 
at  reduced  rates  during  the  flrert  eight  months  of  1905 

amounted  to  only  2.9  per  cent  of  its  aggregate  tonnage 
• 

from  New  York.* 

The  import  tonnage,  while  only  a  small  share  of  the  total 

1  Digest  of  Heftrings  Before  Comaiittee  ob  lDtent»te  Coinmiirai 
pp.  620  and  628,  Sen.  Doc.,  59  Cong.,  1  Sess.,  No.  244, 
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freight  of  American  railways,  is  large  in  the  aggregate;  but 
it  is  divided  among  a  large  number  of  carriers,  and  prob- 
ably— although  the  facts  are  not  knovm — ^the  larger  share 
of  the  traffic  is  shipped  at  domestic  rates. 

Some  of  the  imports  from  Europe  destined  to  our  Pa- 
cific coast  states  enter  through  the  North  Atlantic  seaports 
and  cross  the  continent.  The  tariffs  of  both  the  northern 
and  southern  transcontinental  lines  favor  imports  by  these 
gateways  by  stipulating  that  the  rates  on  domestic  traffic 
from  points  taking  Oroup  C  rates  (which  apply  west  of 
New  England  and  the  middle  Atlantic  seaboard  as  far  as 
Lake  Michigan  and  the  Indiana-Illinois  boundary)  shall 
*'  apply  from  Atlantic  ports  of  entry  (i.  e.,  Montreal,  Que- 
bec, Que. ;  St.  John,  West  St.  John,  N.  B. ;  Portland,  Me. ; 
Boston,  Mass. ;  New  York,  N.  Y. ;  Philadelphia,  Pa. ;  Balti- 
more, Md.;  and  Newport  News,  Va.)  on  shipments  origi« 
nating  in  Europe  (or  beyond)  destined  to  "  Pacific  coast 
terminals  (or  beyond).  The  volume  of  this  traffic  is  not 
large,  most  European  goods  reaching  our  west  coast  by  the 
more  economic  routes  via  New  Orleans  and  Galveston, 
across  the  Isthmus,  or  around  South  America. 

The  lines  jfrom  New  York,  Philadelphia,  Baltimore,  and 
Norfolk  have  no  import  class  rates  different  from  domestic 
tariffs.  At  Boston,  however,  it  has  been  otherwise  for  sev- 
eral years.  The  domestic  class  rates  in  cents  per  hundred 
pounds  from  Boston  to  Chicago  via  '^  standard  "  or  direct 
lines  and  via  ^*  differential  "  lines  through  Montreal  are: 


Clamh 

1 

2 

8 

4 

5 

6 

Standard  Lines 

1 

76 

55 

50 

85 

30 

25 

Differential  Lines  via 
Canadian  routes 

70 

61 

47 

33 

28 

23>i 

501 


FREIGHT  CLASSIFICATION  AND  RATES 

ft 

The  relation  of  import  class  rates  to  domestic  class  rates 
that  has  prevailed  at  Boston  for  a  number  of  years  was 
clearly  explained  in  1905  by  the  then  First  Vice  President 
of  the  New  York,  New  Haven  &  Hartford  Railroad,  who 
stated  in  a  communication  ^  to  the  Elkins  Committee : 

**  Import  traffic  comes  to  us  under  two  heads — ^viz. :  first^ 
that  which  reaches  Boston  on  a  bill  of  lading  from  some 
foreign  port  to  Boston,  which  bill  of  lading  does  not  pro- 
vide a  through  rate  to  any  point  west  of  Boston;  second, 
that  which  comes  under  through  bills  of  lading  from  for- 
eign ports  to  final  destination  in  this  country. 

"  On  the  first  class  of  this  traffic — ^viz.,  that  which  is  not 
covered  by  through  bill  of  lading  when  delivered  to  us — 
Canadian  route  rates  are  charged  when  the  traffic  is  for- 
warded from  Boston.  ...  On  all  import  traffic  passing 
through  Boston  to  the  West  all  roads,  including  this  com- 
pany, use  the  Canadian  route  rates  given  above,  as  a  maxi- 
mum, when  landed  at  their  respective  docks. 

**  On  the  second  class  named — viz.,  that  which  is  cov- 
ered by  through  bills  of  lading — the  inland  proportion 
charged  from  Boston  to  western  points  is,  as  a  rule,  based 
in  the  domestic  rates  from  Baltimore '  to  Chicago  and  other 
Western  points.    Those  rates  are  to  Chicago : 


Clabsbs 

1 

3 

8 

4 

6 

6 

Cents  per  cwt. 

67 

67 

47 

32 

27 

22 

''  The  Baltimore  basis  of  rates  is  also  used  by  Canadian 
lines  from  Halifax,  St.  John,  N.  B.,  and  Montreal  on  traffic 


^  Digest  of  Hearings  Before  the  Committee  on  Interstate  Commerce, 
p.  623.    Sen.  Doc.,  59  Cong.,  1  Sess.,  No.  244. 

*  The  statement  made  at  the  same  time  to  the  Elkins  Committee  by 
the  Second  Vice  President  of  the  Boston  &  Maine  makes  no  rrfeienoe 
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from  foreign  countries  landed  by  vessels  at  those  ports 
destined  to  Chicago  and  other  western  points  in  the  United 
States/' 

Subsequent  to  1905  the  trunk  lines  brought  about  the 
establishment  of  import  class  rates  from  Boston  equal  to 
the  domestic  rates  from  New  York,  but  at  the  b^inning  of 
1909  the  Boston  &  Maine  Railroad  again  put  in  forcft  im- 
port rates  equal  to  the  domestic  class  rates  from  Baltimore, 
whereupon  followed  the  controvert  above  inferred  to 
among  the  railways  from  the  North  Atlantic  ports  and 
among  the  commercial  interests  of  those  cities — ^a.  contro- 
versy that  the  contestants  finally  requested  the  Interstate 
Commerce  Commission  to  arbitrate.  ■      ,'■ 

On  domestic  goods  the  west-bound  class  rates  from  Nor- 
folk, Newport  News,  and  Richmond  are  lower  than  those 
from  Baltimore,  and  import  class  traffic  tak^s  Baltimore 
rates  to  points  under  90^,  and  the  lower  domestic  rates  to 
90^  points  and  higher. 

In  general,  it  may  be  said  of  import  traffic  that  the 
tendency  during  the  last  two  decades  has  been  to  limit  the 
rate  concessions  formerly  granted  that  traffic,  as  compared 
with  domestic  shipments.  Until  after  1890  it  was  rather 
customary  for  railways  to  take  a  percentage  of  fluctuating 
through  import  rates  from  Europe  to  inland  points  within 

to  the  application  of  Baltimore  rates  on  imports  shipped  via  Boston  on 
through  bills  of  lading.  ''The  Boston  &  Maine  Railroad  import  class 
rates  .  .  .  are  exactly  the  same  as  the  published  rates  governing 
domestic  shipments  from  New  England  points  to  the  West  via  the  differ- 
ential routes."  The  apparent  discrepancy  in  the  statements  of  the 
officials  of  the  New  Haven  and  the  Boston  &  Maine  may  posdibly 
be  explained  by  assuming  that  the  Vice  President  of  Boston  &  Mtfine 
referred  only  to  import  traffic  reshipped  and  rebilled  from  Boston,.  9f^d 
that  his  statement  does  not  cover  imports  passing  through  Boston  on 
through  bills  of  lading.  It  is  not  probable  that  the  import  rates  of  the 
Boston  &  Maine  were  different  from  those  of  the  New  Haven, 

503 


FRiaOHT  CLASSIFICATION  AND  RATES 

the  Uaited  States,  and  in  some  instances  these  throi^h 
iBV^rt  rates  were  aetaally  less  than  the  rates  on  similar 
goods  of  domestic  origin  for  the  railway  haul  from  the  sea- 
toatd  cities  to  the  central  West.  Such  discriminations 
againit  the  domestic  traffic  are  no  longer  made;  and  since 
the  iMMsage  of  the  Hepburn  Act  of  1906  American  rail- 
ways have  been  obliged  to  publish  and  file  their  rates  on 
imports  and  exports,  as  well  as  on  domestic  traffic.  This,  of 
•ottne,  does  not  permit  railway  rates  to  be  a  percentage  of 
QOBipetitive  through  charges  from  foreign  countries.  More- 
over, as  the  domestic  traffic  of  American  railways  has  grown 
so  as  to  tax  the  capacity  of  their  lines,  there  has  been  less 
incentive  to  bid  for  the  export  or  import  tonnage  by  oflfer- 
iag  exeeptionally  low  rates.  This  general  fact  applies  with 
fiMMt  force  to  the  export  business,  there  being  railways,  par- 
ticalarly  those  of  the  Oulf,  still  having  heavier  tonnage 
toward  the  seaboard  than  in  the  opposite  direction.  Such 
railways  welcome  import  traffic  for  the  *'  back  load.**  The 
greatest  efforts  to  secure  import  traffic  are  made,  as  we  shall 
ptewntly  see,  by  the  transcontinental  lines,  that  endeavor 
to  have  as  large  a  share  as  possible  of  the  goods  from 
Borope  for  the  western  part  of  the  United  States  enter  the 
eonntry  by  way  of  New  Orleans  and  Qalveston. 

EXPOBT  BATES  VIA  ATLANTIC  PORTS 

The  rates  to  New  York,  Philadelphia,  and  Baltimore 
from  the  central  West  on  classified  traffic  are  the  same  for 
export  as  for  domestic  business ;  but,  in  the  case  of  Boston, 
Portland,  and  Montreal,  class  rates  on  exports  are  lower 
than  on  domestic  consignments.  Reduced  export  rates, 
Aether  on  class  or  commodity  traffic,  apply  only  from 
points  west  of  the  trunk  line  territory.  On  class  traffic  for 
export  Boston  has  the  New  York  rates,  which  are  lower 

504 


'     '     I   IMPORT   AND   EXFOilT   RATES   . 

I  .  •  ■  , 

*  '  t 

llian  the  domestic  rates  to  Boston  by  seven  cents  oti  .first 
dkss  and  two  e^ts  on  sixth  class.  Portland  gets  the  Boston 
export  dass  rates  on  shipments  via  the  Canadian  Pacific 
and  the  Orand  Trunk  Railway.  The  export  class  rates  to 
Halifax  are  the  New  York  rates  plus  one  cent  per  hundred 
pounds,  while  to  Montreal  the  export  class  rates  are  two 
cents  a  hundred  pounds  under  the  domestic  rates,  which  are 
the  same  to  Montreal  as  to  New  York. 

On  export  traffic  having  commodity  tarifBiy  the  New 
York  rates  apply  to  Boston  and  Quebec,  also  to  Portland 
under  certain  restrictions.  The  export  rates  to  Halifax  and 
St.  John,  N.  B.,  are  one  cent  a  hundred  pounds  above  the 
New  York  rates.  The  export  commodity  rates  to  Montreal 
are  the  rates  (domestic)  to  Philadel][>hia,  and  thus  lower 
than  those  to  New  York  by  the  regular  differentials.  The 
numbor  of  exported  commodities  favored  with  reduced  tar- 
iffs is  less  than  the  number  of  imported  articles  thus  aided. 
It  is  possible,  for  instance,  to  include  in  a  single  small  table 
all  the  export  commodity  rates  ^  in  force  over  the  Pennsyl- 
vania Railroad  and  to  compare  those  tariffs  with  the  rat^ 
on  the  same  articles  when  shipped  to  the  Atlantic  seaboaijd 
for  domestic  use.  These  export  rates  apply  in  part  f roin 
Chicago  and  points  in  the  vicinity  thereof,  and  in  part  from 
Mississippi  crossings  and  from  Central  Freight  Ateociation 
territory  generally,  with  variati(»i8  in  charges  from  differ- 
ent points  corresponding  roughly  to  the  rate  groups  in  thi^t 
territory.  The  rates  in  the  tables  are  those  from  Chicago 
and  common  points  only :  , 

r 

^  Two  export  ratee  which  do  not  apply  from  Chicago  are  omitted  from 
ibe  tabfe—OB  palm  oil  refuse  from  six  towns  in  Ohio  and  Pennsylvania, 
and  on  droes  (lead,  spelter,  tin  and  sine  dross)  from  66>j  and  71  p^r 
cent  territories  wUch  are  in  northwestern  Pennsylvania  and  eastern 
Ohio. 
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Such  are  the  commodity  export  rates  prevailing  over  the 
Pennsylvania  Railroad.  The  export  tariffs  of  another  trunk 
line  or  of  a  New  England  road  would  differ  only  in  detail. 
The  New  York  Central  Lines  West,  for  instance,  have  prac- 
tically the  same  list  of  commodities  to  which  export  rates 
are  given.  It  will  be  seen  that  the  articles  named  in  the 
tables  are  limited,  with  minor  exceptions,  to  agricultural 
implements,  grain  and  grain  products,  pig  iron,  and  steel 
rails.  All  rates  in  the  table  are  for  car-load  quantities,  the 
minimum  car-^oad  weights  being  stated  for  some  of  the  arti- 
cles in  the  list.*  For  the  other  commodities  the  minimum 
car-load  quantities  are  fixed  by  general  and  special  rules 
that  are  omitted  in  order  not  to  make  the  table  too  complex. 

The  east-bound  commodity  tariff  **  differentials,'*  or  the 
relative  rates  to  the  North  Atlantic  seaports,  are  indicated 
by  the  rates  given  in  the  table.  On  domestic  traffic  the  rates 
to  Boston  and  Portland  are  two  cents  above  those  to  New 
York,  except  in  the'case  of  agricultural  implements,  which 
is  fifth-class,  not  commodity,  traffic.  For  export  traffic  the 
rates  to  Boston  and  Portland  are  the  same  as  those  to  New 
York.  Norfolk  and  Richmond  take  Baltimore  rates,  both 
on  domestic  and  export  traffic. 

The  tariff  book  from  which  the  table  is  compiled  stipu- 
lates that  *  *  shipments  will  be  waybilled  at  thev  authorized 
inland  export  rates  only  when  a  through  foreign  bill  of 
lading  to  a  foreign  port  is  issued  showing  the  through  rate, 
and  the  shipment  is  consigned  to  a  foreign  port  in  care  of  a 
^  railroad  company's  foreign  freight  agent  at  the  Atlantic 
seaboard  port  of  export."  If  goods  shipped  to  the  sea- 
board at  domestic  rates  are  exported,  **  the  inland  charges 
will  be  corrected  to  basis  of  rates  applying  on  export  ship- 
ments. ' ' 

The  practice  of  granting  reduced  export  rates  to  Atlan- 
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tic  ports  on  grain  and  grain  products  became  general  early 
in  1889.  Prior  to  that  date  export  rates  were  made  less 
than  those  on  domestic  shipments  for  short  periods,  Min- 
neapolis being  the  first  point  from  which  a  temporary  re- 
duction in  export  grain  and  flour  rates  was  made.  This 
was  at  the  close  of  1889.  Export  com  from  Chicago  and  the 
Hiasiasippi  was  given  a  special  rate  during  October,  1896, 
and  also  for  a  part  of  1897.  Then,  in  1899,  the  policy  of 
favoring  exported  wheat  and  com  and  grain  products  was 
adopted.  These  reduced  rates  were  established  by  the  lines 
to  the  Atlantic  primarily  to  meet  the  competition  of  the 
newly  established  roads  to  the  Gulf  ports.  The  export 
rates  on  com  were  lower  than  the  domestic  chaises  from 
Kansas  City  to  Galveston  from  and  after  April  28,  1890; 
oats  were  similarly  favored  in  1891  and  wheat  in  1896. 
Since  that  date  the  railroads  to  the  North  Atlantic  ports 
have  had  to  share  with  the  lines  to  New  Orleans,  and  par- 
ticularly to  Galveston,  the  export  trafiSc  in  agricultural 
products  from  the  Missouri  Valley.  The  rapidly  develop- 
ing Southwest  is  mainly  served  by  the  roads  to  the  Gulf. 
While  most  of  the  exports  from  the  west  coast  of  the 
United  States  to  Europe  and  the  West  Indies  are  shipped 
by  water  around  South  America  or  by  way  of  Tehuantepec 
or  the  Isthmus  of  Panama,  the  transcontinental  railways 
secure  some  of  the  traffic  for  export  by  way  of  the  Atlantic 
and  Gulf  ports.  To  aid  them  in  their  competition  with 
the  steamships,  the  transcontinental  railways  offer  espe- 
cially low  car-load  **  proportional  commodity  rates.**  The 
northern  lines  offer  these  proportional  rates  on  dried  fruit, 
fish  oil,  canned  goods,  and  oleo  for  shipment  in  ear  loads  via 
Canadian  or  American  Atlantic  ports  to  Europe  or  the 
West  Indies.  These  northern  lines  from  the  Pacific  have 
little  chance  to  engage  in  export  traffie  to  the  West  Indies 
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via  the  Gulf  ports ;  but  they  offer  a  low  rate  on  condenaed 
milk  destined  for  Cuba  or  Porto  Rico  by  way  of  New  Or- 
leans or  Oalveston. 

The  transcontinental  roads  from  California  offer  proper- 
tional  rates  on  a  large  list  of  commodities  when  exported  to 
Europe,  the  West  Indies,  or  Central  America.  The  car-load 
rates  from  the  California  '*  termiinals  "  to  Europe  via  the 
Gulf  and  the  Atlantic  ports  of  the  United  States  and  Can- 
lada  include  apricot  and  peach  kernels,  canned  goods,  dried 
fruits,  honey,  wine  in  barrels  or  casks,  fish  oil,  oleo  oil,  and 
oranges.  .  Especially  low  rates  are  given  on  oleo  oil,  tallow, 
and  hog  and  beef  casings  from  California  seaports  to  Gulf 
ports  for  export  to  Europe.  Borate  rock  from  California  to 
the  Gulf  for  export  to  Europe  also  enjoys  a  special  rate. 
Exports  from  California  to  the  West  Indies,  Mexico,  Central 
and  South  America  by  way  of  New  Orleans,  Galveston, 
Port  Bolivar,  and  Texas  City  are  handled  by  favorable 
routes,  and  the  6ommodities  given  low  car  load .  and  less 
than  car  load  export  rates  include  the  California  products 
for  which  there  is  a  demand  in  tropical  America — wines, 
liquors,  condensed  milk,  dried,  salted,  and  pickled  fish,  and 
canned  goods. 

Our  west  coast  states  secure  a  relatively  large  share  of 
their  imports  via  the  Gulf  ports.  The  rates  on  this  traffic 
will  be  considered  in  the  discussion  of  the  rates  upon  Gulf 
import  and  export  traffic. 

The  competition  of  the  North  Atlantic  trunk  lines  with 
each  other,  the  rivalry  of  the  American  and  Canadian  rail- 
roads, and  the  competition  of  both  American  and  Canadian 
railways  with  the  water  route  to  Montreal  are  also  cauaeB 
for  granting  reduced  rates  on  the  export  traffic  in  staple 
agricultural  products.  During  recent  years,  however,  m^ 
^rrailway  competition  has  been  brought  under  move  ef^ 
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f ective  regulation,  and  the  tonnage  of  exports  has  become 
a  much  smaller  share  of  the  total  traffic  of  American  rail- 
ways ;  thus,  while  the  present  practice  of  granting  reduced 
rates  to  certain  exports  will  probably  be  continued,  it  is  not 
to  be  expected  that  this  policy  will  be  more  widely  applied 
in  rate  making. 

DCPOBT  AND  EXPORT  RATES  VIA  OULiF  PORTS 

Reference  has  just  been  made  both  to  the  success  of  the 
Gulf  railroads  in  building  up  a  traffic  in  the  exports  from 
the  agricultural  trans-Mississippi  section  of  the  country, 
and  also  to  the  fact  that  the  railways  to  the  North  Atlantic 
began  between  1890  and  1900  to  grant  reduced  rates  on 
grain  and  grain  products,  because  that  rate  policy  had  pre- 
viously been  adopted  by  lines  to  the  Oulf .  As  regards  im- 
ports, the  Gulf  cities  and  the  railroads  serving  them  have 
not  been  so  successful.  The  trade  in  imports,  for  the  most 
piart,  still  centers  in  the  North  Atlantic  ports  and  particu- 
larly in  New  York  City,  through  which  nearly  three  fifths 
of  all  imports  enter  the  country.  The  lines  north  from  the 
Gulf  ports,  consequently,  handle  a  comparatively  small  ton- 
nage of  imports. 

Measured  in  values  of  commodities,  twenty  per  cent  of 
our  exi)orts  pass  through  the  Gulf  ports,  while  about  five 
per  cent  of  the  imports  enter  through  those  gateways.  New 
Orleans  having  over  seven  tenths  of  the  import  trade  of 
the  Gulf  cities.  The  eastern  part  of  the  United  States 
and  all  the  upper  Mississippi  Valley  get  their  imports 
via  the  Atlantic  ports;  the  lower  Mississippi  Valley  and 
the  Southwest  obtain  their  European  goods  partly  from 
New  York  direct,  partly  from  New  York  via  St.  Louis, 
and  partly  via  New  Orleans  and  other  Gulf  ports. 

'  Lower  export  and  import  rail  rates  have  to  be  given 
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for  traffic  handled  through  the  Gulf  ports  than  on  the 
same  articles  via  the  Atlantic  gateways;  because  the  vessel 
rates  to  and  from  the  Gulf  are  higher  and  the  ocean  serviced 
less  frequent.  The  railways  to  the  Gulf  have  a  much 
greater  tonnage  to  the  seaboard  than  toward  the  interior, 
and  thus  have  a  strong  inducement  to  offer  low  rates  on 
import  traffic  if  traffic  can  be  secured  in  that  way.  Prom 
some  southern  ports  this  has  not  been  possible.  The  ex- 
port and  import  traffic  at  Pensacola,  for  example,  was 
well  described  a  few  years  ago  in  a  statement  made  to 
the  Elkins  Committee  by  a  vice  president  of  the  Louis- 
ville &  Nashville,  the  road  particularly  interested  in 
Pensacola.* 

'*  We  have  been  trying  to  build  up  particularly  the  ex- 
port trade  through  Pensacola  and  have  been  fairly  suc- 
cessful. As  you  can  readily  understand,  though,  the  total 
amount  of  tonnage  cleared  through  that  port  has  been,  as 
compared  with  the  North  Atlantic  ports,  very  inconsider- 
able. The  return  cargoes,  however,  of  these  steamers  have 
been  very  small ;  they  find  better  paying  tonnage  from  the 
Continent  and  from  the  United  Kingdom  to  such  points  as 
Habana,  and  it  is  only  the  small  tonnage  destined  to  this 
country  that  they  add  to  fill  out.  Such  tonnage,  as  a  rule, 
is  consigned  to  inland  points  in  the  states  of  Tennessee, 
Mississippi,  Georgia,  and  Alabama,  particularly  the  latter, 
and  consists  mostly  of  raw  materials  which  are  not  pro- 
duced in  this  country.  On  such  we  are  able  ...  to  secure 
practically  a  port  proper  revenue  (domestic  rates).  Were 
we  to  undertake,  though,  to  handle  traffic  to  the  Ohio  River 
and  beyond,  it  would  require  us,  to  meet  competition  via 
the  North  Atlantic  ports,  to  shrink  our  revenue  from  Pen- 

. : ^ ^ 

^  Digest  of  Hearings  Before  the  Committee  on  Interstate  CommercOi 
p.  612.    Senate  Doc.,  59  Cong.,  1  Sess.,  No.  244. 
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s8oola  to  soeh  an  extent  as  to  make  it  imremunerative,  par^ 
ticularly  so  as  the  steamers  require  a  considerable  differ- 
ential (above  the  oeean  rates  to  North  Atlantic  ports)  in 
their  ocean  charges." 

The  import  and  export  tari£b  now  in  force  via  the 
Qulf  ports  are  more  oosa^rehenriye  than  either  those  ap- 
plying through  Atlantie  gateways  or  those  prevailing  from 
and  to  the  Pacific  coast  The  Qulf  tariflb  cover  a  relatively 
wide  range  of  oommoditieB,  and  class  rates — governed,  ex- 
cept when  otherwise  specified  by  the  Western  or  OffieiiU 
Classification  according  to  the  territory  of  origin  and 
destination  of  tn^So-*^and  apply  upon  articles  not  given 
commodity  tariffisi.  The  difference  between  the  Official 
Classification  and  the  Southern  Classification  compels  the 
Qulf  lines,  in  order  to  meet  the  competition  of  the  Atlantie 
roads,  to  give  commodity  export  and  import  rates  to  many 
articles  in  the  Official  Classification.  This  accounts  for  the 
larger  number  of  commodity  rates  in  the  Oulf  than  in  the 
Atlantic  export  and  import  rates.  The  tariffis  are  for  the 
most  part  oooipiled  and  published  by  the  Oulf  Foreign 
Freight  Committee  acting  as  agent  for  the  participating  car- 
rhxB^  and  these  are  the  tariffs  considered  in  this  diseuasion ; 
but  there  are  a]«o  tariffis  of  minor  importance  published  hy 
individual  railways;  the  Illinois  Central  Railroad^  for  in« 
stance,  has  rates  applying  from  shipside,  New  Orleans,  to 
points  south  of  the  Ohio  and  east  of  the  Mississippi  River 
on  certain  ores»  f ertilisers,  day,  earthenware,  and  a  few 
other  articles. 

•  The  export  tariffis  published  through  the  agnuqr  of  tke 
Oulf  Foreign  Freight  Committee  include,  first,  rates  on 
daases  and  specified  commodities  shipped  from  Denver  and 
common  points,  Missouri  River  cities,  St.  Paul,  MinneapdiSy 
and  other  points  basing  on  those  cities  to  all  focaign  osuo^ 
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tries  except  **  Articles  for  Mexican  ports  taking  throngh 
rates  via  routes  over  which  shipped."  In  this  tariff  about 
one  hundred  articles  are  given  commodity  rates.  Packing- 
house products  are  not  included  in  this  or  in  other  general 
export  tariffs  applying  through  the  Gulf  exits,  because 
those  products  hiave  their  own  special  export  tariff.  Arti- 
cles other  than  packing-house  products  not  included  in 
the  list  of  commodities  in  the  tariff  applying  from  Denver, 
St.  Paul,  etc.,  take  rates  as  published  by  individual  car- 
riers, which  means  that  the  export  class  rates  of  this  tariff 
do  not  apply  upon  any  article  when  the  carrier  has  his 
own  commodity  rate  upon  the  article  in  question.  The 
rates  apply  from  and  vary  with  seven  groups — ^the  places 
from  which  the  export  rates  apply  being  divided  among 
seven  groups,  Kansas  City  being  thd  center  or  basing  point 
of  group  one.  The  Gulf  ports  to  which  the  rates  in  this 
and  other  Gulf  export  tariffs  apply  are  Galveston,  Port 
Bolivar,  and  Texas  City,  Texas ;  Algiers,  Gretna,  New 
Orleans,  Port  Chalmette,  and  Westwego,  La.;  Gulf  port, 
Miss. ;  Mobile,  Ala. ;  Knights  Key,  and  Pensacola,  Fla. 

Two  export  class  and  commodity  tariffs  apply  from 
points  in  southern  Minnesota,  Wisconsin  and  Michigan, 
and  from  Ohio,  Indiana,  Illinois,  eastern  Iowa,  and  Mis- 
souri, and  northern  Kentucky — one  on  traiBc  via  the  Gulf 
ports  to  Europe,  Asia  and  Africa,  and  another  tariff  on 
trafBc  from  other  foreign  countries,  Mexican  ports  being 
excepted  in  each  case  as  regards  articles  having  through 
rates.  In  the  tariffs  on  trafBc  for  export  to  countries  other 
than  Europe,  Asia,  and  Africa,  the  cities  from  which  the 
rates — class  and  commodity — apply  are  classified  in  thir- 
teen groups,  Chicago  being  the  center  of  group  one,  La 
Crosse,  Wis.,  of  group  thirteen.  The  rates  vary  with, 
these  groups.  Moreover,  the  rates  to  Knights  Key,  Fla., 
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are  higher  thun  to  the  other  ports.  The  clasg  and  eom- 
moditj  tariff  covering  goods  to  be  exported  to  Europe, 
Aria,  or  Africa,  diTides  the  inland  shipping  points  into 
aercnteai  groups  and  omits  Knights  Key  from  the  list  of 
Onlf  ports.^ 

In  both  of  the  tariffs  referred  to  in  the  preceding 
paragraph  (No.  1002- A  and  No.  1004- A,  both  effective 
May  1,  1910)  articles  other  than  packing-house  products 
not  specified  take  the  export  class  rates  given  in  the  tar- 
iff. Between  fifty  and  sixty  articles  are  given  commodity 
rates  to  the  Qulf  when  exported  to  Europe,  Asia,  or 
Africa  (Tariff  No.  1004-A),  but  commodities  of  like  char- 
acter are  given  the  same  rate,  and  thus  the  number  of 
different  rates  quoted  is  much  less  than  the  number  of 
individual  articles.  Moreover,  some  commodity  rates  are 
*'  general  "  applying  from  all  of  the  seventeen  **  groups  " 
or  from  sneh  as  have  the  commodities  for  export,  while 
other  commodity  rates  are  ''  miscellaneous,"  or  limited 
to  shipments  from  one  or  more  designated  cities  only.  In 
general,  the  number  6f  commodity  rates  on  exports  to 
Europe,  Asia,  or  Africa  is  much  less  than  those  on  traffic 
for  other  foreign  parts.  There  are  125  articles  given  com- 
modity rates  to  the  foreign  countries  in  the  Americas  (No. 
1002-A),  and  each  individual  article  usually  has  its  own 
rate.    There  are  thirteen  groups  of  cities  from  which  rates 

'  The  rates  |»€Yailing  at  Knights  Key  are  explained  as  follows  by 
Mr.  W.  H.  Hoamer,  chairman  of  the  Gulf  Foreign  Freight  Committee: 
"  Knights  Key,  at  the  present  time,  is  exclusively  engaged  in  the  han- 
dfing  of  Cuban  traffic,  and  the  ocean  haul  being  very  short,  the  rates  are 
very  mach  kmer  from  or  to  that  port  than  from  or  to  New  Orleans, 
Mobile,  or  Galveston,  and  the  adjustment  via  that  port  is  intended  to 
equalise  or  make  the  same  through  rate  between  Havana  and  the  vari- 
ous Groups  as  can  be  made  on  the  combination  of  inland  and  ocean 
ntas  via  Mobile,  New  Orleans,  or  Galveston." 
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are  quoted  to  the  Gulf  ports  with  a  different  and  higher 
rate  for  Knights  Key  than  for  other  ports. 

As  has  been  stated,  packing-house  products  have  a  sep* 
arate  tariff  applying  on  exports  via  the  several  Gulf  ports 
from  all  the  packing  centers,  from  Cincinnati  to  Denver 
inclusive,  to  all  foreign  countries,  except  '^  on  articles  for 
Mexican  ports  taking  joint  through  rates  via  routes  over 
which  shipped." 

Exports  from  the  south  and  middle  West  to  Mexico 
are  favored  by  reduced  through  rates  on  miscellaneous  com- 
modities shipped  via  the  Port  Arthur-Mexican  Steamship 
Company  running  between  Port  Arthur,  Texas,  and  Pren- 
tera,  Mexico;  and  via  the  Wolvin  Line  operated  between 
the  American  ports  New  Orleans  and  Texas  City,  and  the 
Mexican  ports  Tampico  and  Vera  Cruz. 

The  Gulf  Foreign  Freight  Committee  publishes  for  its 
members  four  import  tariffs.  One  of  these  (No.  1005- A, 
effective  January  10,  1910)  names  class  and  commodity 
rates  on  imports  from  Europe,  Asia,  and  Africa  to  points  in 
the  Ohio  and  Upper  Mississippi  valleys,  the  cities  and  sta- 
tions of  destination  being  divided  into  seventeen  groups, 
each  group  having  its  rate.  A  similar  tariff  (No.  1006-A, 
effective  January  20,  1910)  states  the  import  class  and 
commodity  rates  from  these  three  continents  to  places  in 
the  Mississippi  Valley,  there  being  for  commodity  rat^s 
four  groups  of  cities  of  destination  and  for  class  rates  six 
groups;  while  another  tariff  (No.  1007- A,  effective  January 
20, 1910)  contains  class  and  commodity  rates  from  the  same 
continents  to  Colorado  **  points  "  and  Utah  **  points."  A 
fourth  tariff  on  impK)rts  through  Gulf  ports  (No.  lOOS-A, 
effective  May  15, 1910)  names  commodity  rates  from  "  for- 
eign countries  other  than  Europe,  Asia,  and  Africa  "  to 
designated  places  from  Cincinnati  on  the  east  to  Salt  Lake 
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City  on  the  west.  The  principles  followed  in  constructing 
these  Gulf  import  tariffiB  are  the  same  as  those  above  ex- 
plained in  describing  the  Gulf  export  tariflb,  and  thus 
do  not  require  further  discussion. 

The  fact  that  the  Gulf  ports  have  not  secured  a  large 
import  traffic  as  a  result  of  the  special  assistance  rendered 
by  these  favorable  import  tariffs  illustrates  how  controlling 
are  the  forces  exercised  over  traffic  routes  by  ocean  ship- 
ping facilities  and  ho^  strong  is  the  tendency  of  trade, 
once  well  developed  and  organized,  to  maintain  its  estab- 
lished location..  The  Atlantic  goteways,  furthermore,  have 
the  advantage  of  being  the  more  direct  approach  to  that 
section  of  the  United  States  where  there  has  been  the  great- 
est development  of  manufacturing  industries.  A  large 
share  of  our  imports  consists  of  raw  materials  in  full  cargo 
and  steamer  lots  required  by  the  mills  and  factories.  New 
York  has  long  held  the  dominant  position  in  the  import 
trade,  and  will  for  a  long  time  to  come.  New  Orleans, 
although  now  outranked  by  Galveston  in  the  volume  of 
exports,  still  controls  the  major  share  of  the  import  traffic 
of  the  Gulf  ports  largely  because  the  importing  houses 
located  at  New  Orleans  continue  to  hold  and  to  expand 
their  trade. 

The  imports  that  enter  through  New  Orleans  do  not 
compete  to  any  extent  with  goods  originating  at  New  Or- 
leans. As  the  president  of  the  Illinois  Central  Railroad 
stated  to  the  Elkins  Committee  in  1905,  '^  we  have  not,  on 
examination  of  the  list  of  articles  imported  through  New 
Orleans  to  interior  ports,  found  that  any  of  the  articles 
are  produced  or  manufactured  in  New  Orleans."  This  is 
not  true  of  the  important  import  traffic  through  New  Or- 
leans, and  to  a  less  extent  through  Galveston,  to  the  Pacific 
coa^t.    In  this  trade  there  is  competition  between  imports 

516 


IMPORT    AND    EXPORT    RATES 

from  Europe  and  domestic  goods  originating  in  part  at 
New  Orleans,  and  in  part  elsewhere  in  the  United  States, 
and  shipped  to  our  Pacific  coast  states  through  New  Or- 
leans or  Galveston. 

The  transcontinental  lines  leading  to  Califomia  ter- 
minals, together  with  the  railroads  with  which  they  con- 
nect, unite  in  a  **  "West-Bound  Proportional  TariflP,  naming 
proportional  commodity  rates  from  shipside  New  Orleans, 
Galveston,  (and)  Texas  City  on  traflSc  originating  in  for- 
eign countries."  This  tariff  includes  a  long  list  of  articles. 
Imported  commodities  not  named  on  this  list  pay  the 
domestic  transcontinental  west-bound  rates.  . 

The  relation  of  the  rates  from  the  Gulf  ports  to  the 
West  Coast  on  imports  and  domestic  goods  may  be  indi- 
cated by  a  few  comparisons.  The  import  rates  on  plow 
beams  are  $1.30  per  100  pounds  for  less  than  car  loadi^ 
and  76  cents  for  car  loads  (30,000  pounds  minimum),  the 
domestic  rate  being  $1.45  L.  C.  L.,  and  $85  C.  L.  (24,000 
lbs.).  On  cotton  blankets  the  rates  are,  import  $1.44  and 
$.99,  domestic  $1.60  and  $1.10,  the  car  load  minimum  being 
30,000  pounds  in  each  case.  For  earthenware  the  rates  are 
import  $1.35  and  $.85,  and  domestic  $1.50  and  $.95,  car  load 
minimum  24,000  pounds.  Upon  hardware  (picks,  mattocks, 
adzes,  and  axes),  import  $1.57  and  $1.12,  domestic  $1.75 
and  $1.25,  minimum  car  loads  30,000  pounds.  For  other 
commodities  the  ratio  of  import  and  domestic  rates  is  about 
the  same  as  for  these,  the  present  discrimination  in  favor 
of  import  traffic  being  less  than  formerly  prevailed.  . 

IMPORT  AND  EXPORT  RATES  VIA  PACIFIC   PORTS 

The  railways  leading  east  from  all  Pacific  ports,  from 
Vancouver  to  East  San  Pedro  inclusive,  are  parties  to  an 
*'  Bast-Bound   Proportional   Tariff  "   covering   numerous 
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eommodUies  imported  from  Asia,  the  Philippine  IsIandSy 
Aastralasia,  New  Zealand,  the  Fiji  Islands,  and  from  *^  W 
yond."  The  articles  not  specified  in  this  tariff  are  carried 
at  domestic  rates;  ^  but  the  import  tariff  includes  most  of 
thft  important  goods  obtained  from  Oriental  countries — 
bmbeoware,  China  and  earthenware,  mattings,  rugs,  skins, 
piHi,  tea^  gums,  fibers,  curios,  and  eastern  foods  and  wares 
af  ▼arious  kinds.  These  proportional  or  import  commodity 
rales,  in  the  case  of  most  articles,  are  quoted  fcM'  both  less 
than  ear  load  and  for  ear  load  quantities,  the  charge  per 
hundred  pounds  on  car  loads  being  from  a  half  to  two 
thirds  that  on  smaller  lots.  The  same  rate  applies — i,  e., 
the  rates  are  blanketed — over  the  territory  east  of  the  Rocky 
Mountains  to  the  North  Atlantic  seaboard.  The  south- 
eastern section,  south  of  Kentucky  and  Virginia,  excepting 
a  few  points  in  Tennessee  and  Alabama  not  being  included 
in  the  rate  "  groups,''  do  not  enjoy  these  reduced  import 
rates  on  goods  from  trans-Pacific  countries.  The  tariff 
applies  to  a  limited  number  of  places  in  eastern  Canada, 
but  not  ''  to  points  in  Canada  in  connection  with  the 
Canadian  Pacific  Railway.'' 

For  the  most  part,  the  goods  imported  from  the  Orient 
and  Australasia  are  different  from  those  produced  in  the 
western  United  States,  and  thus  it  is  scarcely  possible  to 
compare  domestic  and  import  rates.  Most  comparisons 
must  be  between  the  rates  on  goods  shipped  east  from  our 
west  coast  some  time  after  having  been  imported,  and  the 
rates  on  the  same  goods  when  shipped  on  through  bills  of 
lading  directly  from  the  Orient  or  Australasia  to  the  ceu- 

1  Except  that  the  northern  lines — those  running  eait  from  Vancouver, 
Seattle,  Tacoma,  and  Portland — have  special  import  rates  for  classes 
1,  2,  3,  and  4  on  goods  destined  to  Groups  B,  C,  D,  and  £.  The  rate  is 
tke  same  to  afl  four  groups. 
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tral  or  eastern  part  of  the  United  States.  For  example, 
earthenware  when  imported  from  China  or  Japan  to  San 
FranciaoOy  and  later  sold  from  there  to  a  buyer  eaat  of  the 
mountains,  is  charged  a  rate  of  $2.00  a  hundred  pounds, 
whereas  the  proportionals  of  the  through  import  rates  are 
$1.30  for  less  than. car  loads,  and  ninety-five  cents  for  car 
load  quantities.  The  domestic  rates  less  than  car  load  on 
sheep  and  goat  skins  are  $2.50  to  $2.65  a  hundred  pounds, 
while  the  proportion  of  the  through  import  rate  is  $1.50. 

As  regards  trafflc  exported  from  the  Pacific  coast,  there 
are  two  ''  Joint  Proportional  Tariffs,"  each  containing 
both  class  and  commodity  rates ;  but  they  apply  to  exports 
via  Vancouver' over  the  Canadian  Pacific  Railway,  and  the 
Minneapolis,  St.  Paul  &  Sault  Ste.  Marie  Railway,  and 
the  American  carriers  reaching  those  roads  from  points. in 
Illinois,  Wisconsin,  Iowa,  Missouri,  East  Chicago,  Qary, 
and  Hammond,  Ind.;  Armourdale,  Atchison,  Kansas  City, 
and  Leavenworth,  Kan.;  eleven  places  in  northern  Midii- 
gan ;  St.  Paul,  Minneapolis,^  Duluth,  and  twelve  other  points 
in  Minnesota ;  and  from  Omaha,  Neb.  The  carriers  partici- 
pating in  these  export  rates  via  Vancouver  do  not  include 
any  of  the  transcontinental  lines  within  the  United  States, 
and  for  reasons  that  will  be  stated  presently. 

One  of  these  two  proportional  tariffs  in  force  through 
Vancouver,  via  the  Canadian  Pacific  Railway,  applies  to 
trafSc  from  the  section  of  the  United  States  just  described 
to  Australasia ;  the  other  tariff  applies  to  Japan,  China,  apd 
Manila,  and  also  contains  through  rates  to  Australasia  via 
the  Orient.  These  tarifliB  contain  a  relatively  long  list  of 
commodities,  and  they  state,  for  car  loads  and  less  than  car 
loads,  both  the  proportional  rate  from  the  inland  point  of 
origin  in  the  United  States  to  Vancouver,  and  also  the 
through  rate  from  the  interior  of  the  United  States  to  the 
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foreign  point  of  destination.  Moreover,  on  shipments  for 
which  no  commodity  rate  is  named  there  are  proportional 
and  through  export  class  rates,  governed  hy  the  western 
classification.  In  other  words,  the  Canadian  Pacific  has  a 
complete  schedule  of  export  rates  to  Vancouver  for  traflSc 
destined  to  trans-Pacific  countries,  different  from  the  tariffs 
on  domestic  traffic. 

Prior  to  November  1,  1908,  the  railway  lines  to  the 
Pacific  ports  of  the  United  States  had  proportional  and 
through  rates  on  export  traffic  to  trans-Pacific  countries 
similar  to  the  tariffs  now  prevailing  over  the  Canadian 
Pacific  Railway  via  Vancouver.  The  proportional  tarifSs 
were  withdrawn  because  the  Hepburn  Act  of  1906,  as  inter- 
preted by  the  Interstate  Commerce  Commission,  required 
the  railways  to  publish  and  file  with  the  commission  M 
their  rates.  Before  1908  it  was  the  practice  of  the  trans- 
continental railways,  some  of  which  have  their  own  trans- 
Pacific  steamship  lines, 'to  quote  such  through  rates  from 
the  eastern  or  central  part  of  the  United  States  to  the  Ori- 
ent and  Australasia  as  might  be  required  to  meet  the  com^ 
petition  of  ''  carriers  serving  Atlantic- ports  and  transport- 
ing Asiatic  traffic  via  the  Suez  Canal  route."  The 
through  rates  thus  might  change  frequently,  and  the  rail- 
way took  its  share  of  the  variable  charge.  To  publish  and 
file  the  rates  would  prevent  this.  Ordinarily,  rates  can 
legally  be  raised  only  upon  thirty  days'  notice  and  lowered 
upon  ten  days'  notice  of  change;  and  although  the  Inter- 
state Commerce  Commission  ruled  that  the  American  rail- 
ways to  the  Pacific  might  raise  their  rates  upon  ten  days' 
notice  and  reduce  them  upon  three  days'  announcement,  the 
companies  decided  not  to  attempt  to  compete  for  the  export 
traffic  even  under  those  conditions.  Thus,  for  the  present 
at  least,  ''  shipments  destined  to  and  consigned  through  toi 

520 


IMPORT    AND    EXPORT    RATES 

points  in  Asia,  Philippine  Islands,  Australasia,  New  Zear 
land,  Fiji  Islands,  or  beyond,"  are  charged  the  regular  do- 
mestic rail  rates  to  San  Francisco  by  the  southern  lines  and 
those  to  Seattle  by  the  northern  lines,  and,  of  course,  the  cur- 
rent ocean  rates  across  the  Pacific.  There  is,  however,  one 
important  exception  to  this  general  rule  in  the  case  of  cotton 
and  cotton  linters,  which  have  a  proportional  commodity 
rate  of  ninety-five  cents  from  Montgomery  and  Selma,  Ala», 
to  San  Francisco,  and  from  Montgomery,  Selma,  North- 
port,  and  Tuscaloosa,  Ala.,  to  Taooma  and  Seattle  on  ship- 
ments to  Asiatic  ports,  the  Philippines,  and  Australasia. 

On  traffic  consigned  through  **  to  Alaska  and  points  on 
or  tributary  to  the  Yukon  River  ''  the  domestic  rates  to 
Seattle,  the  chief  center  of  our  trade  with  Alaska,  also 
apply  to  Vancouver  and  to  New  Westminster,  B.  C. ;  like- 
wise, the  rates  to  San  Francisco  are  the  same  as  those  to 
Seattle.  Similarly,  ^*  on  traffic  destined  to  and  consigned 
through  to  the  Hawaiian  Islands  "  the  rates  thereon  to  East 
San  Pedro,  Cal.,  are  those — ^the  domestic  rates — applying 
to  Seattle;  while  on  shipments  through  East  San  Pedro  to 
Mexico,  Central  America,  and  South  America  the  rates  to 
East  San  Pedro  are  the  same  as  those  to  3an  Francisco.  In 
this  wise  are  the  rates  standardized  by  competing  routes  to 
Alaska,  to  the  Hawaiian  Islands,  and  to  the  west  coast  of 
Mexico  and  Central  and  South  America. 

CONCLUSION 

The  foregoing  chapters  on  rate  making  and  rate  i^stems, 
though  containing  much  detail,  present  only  the  main  fea- 
tures of  the  leading  rate  structures  in  the  United  States. 
The  thousand  and  more  operating  railway  companies  in  our 
country  have  no  less  than  250,000  published  tarif&  in  force, 
and  these  are  frequently  amended  and  enlarged  as  business 
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conditions  require;  but  in  making  and  changing  these  tar- 
iffs, policies  and  principles  are  followed  that  give  increas- 
ing system  to  rate  making.  Tear  by  year  railway  tariffs 
follow  more  clearly  definable  principles;  they  represent 
more  definite  policies  of  rate  making  on  the  part  of  railway 
companies  and  of  rate  regulation  on  the  part  of  the  gov- 
ernment. The  personal  whims  of  traffic  or  executive  officer 
play  but  a  very  minor  role  in  tariff  construction ;  economic 
forces  and  the  public  standards  as  to  what  is  equitable 
mainly  determine  tariff  systems  and  control  rate  sheets. 
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523 


t 


i 


■ 
t 

i 


t 


I  I 


l_ 


4/ 


i 


•1 


X 


f 


,j 


t 

I 


0 


I 


UNIVERSITY  OF  MICHIGAN 


^ 


3  9015063718708 


l! 


/ 


